GENERAL FARM LEGISLATION 


4 
‘| 
i 


~U 1962 
HEARINGS esis, 


~UM 
BEFORE THE 


COMMITTEE ON AGRICULTURE 
HOUSE OF REPRESENTATIVES 


EIGHTY-SIXTH CONGRESS 
FIRST SESSION 


MARCH 18, 19, JUNE, 29, 30, JULY 1, 2, 7, 8, 9, AND 10, 1959 


Printed for the use of the Committee on Agriculture 


Serial GG 


os 


UNITED STATES 
GOVERNMENT PRINTING OFFICHD 
WASHINGTON : 1959 








COMMITTEE ON AGRICULTURE 


HAROLD D. COOLEY, North Carolina, Chairman 
W. R. POAGE, Texas, Vice Chairman 


GEORGE M. GRANT, Alabama 

E. C. GATHINGS, Arkansas 

JOHN L. McMILLAN, South Carolina 
THOMAS G. ABERNETHY, Mississippi 
CARL ALBERT, Oklahoma 

WATKINS M. ABBITT, Virginia 
CLARK W. THOMPSON, Texas 

PAUL C, JONES, Missouri 

HARLAN HAGEN, California 

LESTER R. JOHNSON, Wisconsin 
ROSS BASS, Tennessee 

W. PAT JENNINGS, Virginia 

D. R. (BILLY) MATTHEWS, Florida 
GEORGE 8. McGOVERN, South Dakota 
MERWIN COAD, Iowa 

J. FLOYD BREEDING, Kansas 
FRANK A. STUBBLEFIELD, Kentucky 
HAROLD B. McSWEEN, Louisiana 
EARL HOGAN, Indiana 

ROBERT W. LEVERING, Ohio 


CHARLES B. HOEVEN, Iowa 
PAUL B. DAGUE, Pennsylvania 
PAGE BELCHER, Oklahoma 
CLIFFORD G. McINTIRE, Maine 
HENRY ALDOUS DIXON, Utah 
WINT SMITH, Kansas 

CHARLES M. TEAGUE, California 
ALBERT H. QUIE, Minnesota 
DON L. SHORT, North Dakota 
CATHERINE MAY, Washington 
ALEXANDER PIRNIE, New York 
DELBERT L. LATTA, Ohio 


DELEGATE 
JOHN A. BURNS, Hawaii 


RESIDENT COMMISSIONER 
A. FERNOS-ISERN, Puerto Rico 


CHRISTINE S, GALLAGHER, Clerk 
Hype H. Murray, Assistant Clerk 
JOHN J, HErmPruRGER, Consultant 
FRANCIS M. LEMay, Consultont 


II 





| 
| 
| 





~ 


CONTENTS 





Statement of— 


Benson, Hon. Ezra Taft, Secretary of Agriculture; accompanied by 
True D. Morse, Under Secretary of Agriculture; Clarence L. Miller, 
Assistant Secretary; Marvin L. McLain, Assistant Secretary; 
Ralph S. Roberts, Administrative Assistant Secretary; Martin 
Sorkin, assistant to the Secretary; Frank A. Barrett, General 
Counsel; Edward M,. Shulman, Deputy General Council; and Ken- 
neth L. Scott, agricultural credit_..........--. oo es aueeler . SEs 

Christianson, Edwin, president, Minnesota Farmers Union___....._- 

Flynn, Hon. Gerald T., a Representative in Congress from the First 
Congressional District of the State of Wisconsin_...........-.--- 

Garver, Walter B., Chamber of Commerce of the United States of 
RIOT os a 5.465 annie dtd When nena Seaeeee eee, wee 

Greathouse, Pat, vice president of UAW, and director of its agricul- 
tural implement department; accompanied by Ralph Showalter, 
legislative representative, UAW; and Clay Cochran, legislative 
consultant, Industrial Union Department, AFL—-CIO_.__...-.-__- 

Hechler, Hon. Ken, a Representative in Congress from the Fourth 
Congressional District of the State of West Virginia_............- 

Johnson, Hon. Byron L., a Representative in Congress from the Second 
Congressional District of the State of Colorado_.............---- 

Kauffman, Cyrus S., of C. 8. Kauffman & Associates, Washington, 
D.C 


Levering, Hon. Kobert W., a Representative in Congress from the 17th 
Congressional District of the State of Ohio__....-.......-------- 
Miles, Clarence R., manager, legislative department, Chamber of 
Commerce of the United States... ..................-.--22---s 
Morris, Hon. Toby, a Representative in Congress from the State of 
Oklahoma... ...- 2-2 5504skugislitd hdelivahiewsnitcncapdaeinwee 
Newsom, Herschel D., master, the National Grange; accompanied by 
Chester W. Jackson, director of public relations. ...........----- 
Patton, James G., president, National Farmers Union; accompanied 
by Ed Christianson, vice chairman, executive committee, and 
resident, Minnesota Farmers Union; John Baker, in charge of 

Pe INGOTS CURTIN en ania aw ald a oa wien atebae ae eee 
Ratzesberger, Louis, Jr., president, the Illinois Canning Co., Hoopeston, 
Iil., for the Illinois State Chamber of Commerce; accompanied by 
J. G. Ronchetto, secretary, Agriculture-Business Relations Com- 
mittee, Illinois Chamber of Commerce .--.--.-------------------- 
Root, Floyd, president, National Association of Wheat Growers. ---- 
Shuman, Charles B., president, American Farm Bureau Federation; 
accompanied by John C, Lynn, legislative director_...........--- 
Smith, Hon. Neal, a Representative in Congress from the State of 


Springer, Hon. William L., a Representative in Congress from the 
060 OF TNE. 2. ioc. Uo icus ccae dees acenncowe san aeesdeeee 


Voorhis, Jerry, executive director, Cooperative League of the U.S.A_- 


Additional data submitted to the committee by— 


American Farm Bureau Federation: 
Data showing season average price of upland cotton, wheat, and 
corn for a period of years with comparisons. ......-..------- 
Direct Government NaymMewl. . ..<xsccenseccnadccencdnammwet 


ur 


Page 
305 
105 

53 


214 


284 
25 


357 
19 
239 
257 
70 


94 


194 
273 


125 
261 


193 
373 


161 
128 








IV CONTENTS 


Additional data submitted to the committee by—Continued 
Department of Agriculture: Page 
Basic crop allotment data (chart)_.................--.-..---- 311 
CCC investment in loans and inventories at end of fiscal years 
1952-63 (che Me ice falas poked cts gts ca ge Se re eo oe 318 
Estimated price support for marketing quota commodities on 
basis of 90 percent of the preceding 3-year average, 1962 (table). 347 





| 
| 


snoomMes or farm Operators (ener) ....... 6 <a c eee nencacunne 308 
Inflation and farm production costs (chart) _____...--.--..__-- 308 
Number of farms, value of sales, and acreage in farms, by economic 
CAGES OF TERE OY TOUREOS, 10046. oon oo ice wows Doe 312 
Senate Document No. 33. Message from the President returning 
without eoproval the bill (8, 1068). 222. 2222. eae ee 328 
Storage and transportation costs and interest expense incurred 
during fiscal years 1952-61 (chart)..................0..-L-- 320 
U.S. population by age and farm residence, 1958 and 1930____-- 309 
Wheat—gross return per harvested acre (AY. ued dis 345 
Garver, Walter B.: | 
Example of a police state (definition) _-_--.....-.--------..-- 246 
What city people should know about farmers-_-_-_-....----_-- 218 


i 
Hechler, Hon. Ken: 
Department of Agriculture, Washington, D.C., letter of March 
Se ER Nata ca ai nian ahaha Nanna oan budatiets whanss ot tania ts within es waa 28 
H.R. 3307. A bill to authorize the Secretary of Agriculture to 
acquire additional food commodities for distribution to needy 


ISN TO US Soe eda aes anne Beet eee 25 
Some facts about surplus commodities and West Virginia’s 
ere a hes Os Ste ee HE ee ASE 29 
Hoeven, Hon. Charles B.: ) 
Disposition of commodities to prevent waste (sec. 416, of the 
Reena Ape WAG8) ob oe Ss oe BSA es 51 ) 
U.S. Department of Agriculture analysis of average annual 
positions, fiscal year 1959, compared with fiscal year 1952_-__-_ 213 
Johnson, Hon. Byron L.: 
Colorado wheat farmer’s analysis of farm income and expense-_- 16 
Bebool Iauch proaram Needs. 6-22. . Se sees eh ga ees 10 


May, Hon. Catherine: 
Cost of surplus foods donated for domestic and foreign use fiscal 


year 1957 and fiscal year 1958 (table) __..............--..-- 40 
Quantities of surnlus foods donated for domestic and foreign use 

fiscal year 1957 and fiscal vear 1958 (table)__......_..-----_- 39 
Record of achievement for the “Direct Distribution Program” 

Percent POGGO 227 es et 34 
USDA donations of surplus foods set new record in 1958 fiscal 

NE . ccitictesCREdnEns 42s 4S eee aetenewae deka slacels 37 

Patton, James G., National Farmers Union: 

General suggestions concerning supply control programs. .--_---- 104 
Table I. Average hourly labor return of familv farm operators_ - 102 
Table 1. Land, labor and capital, commercial farms, by type, 

Pen ee Je ee ocd etc a ocu cl ee eee set tetee 114 





ee 


eee 
~ 


TE 


GENERAL FARM LEGISLATION 


WEDNESDAY, MARCH 18, 1959 


Houses or REPRESENTATIVES, 
CoMMITTEE ON AGRICULTURE, 
Washington, D.C. 

The committee met, pursuant to notice, at 10 a.m., in room 1310, 
New House Office Building, Hon. Harold D. Cooley (chairman) pre- 
siding. 

The Cuatrman. The committee will please be in order. 

We are meeting this morning to hear Members of Congress on the 
overall farm situation. After having discussed the agricultural situ- 
ation with many Members of Congress, who have never heretofore ap- 
peared before this committee, it was decided to call this meeting to 
provide an opportunity for those who desire to do so to come before 
the committee for the purpose of discussing problems pertaining to 
agriculture. We think that many of you who are Members of Con- 
gress might have ideas which will be of benefit to the members of this 
committee in our efforts to solve the very perplexing problems now 
facing our farmers and our Nation. 

I want all members to feel perfectly free to say what they think, 
and without objection I will give to all those appearing the privilege 
of revising and extending their remarks. If you do not want to make 
your entire statement today, you may revise it at a later date. Also, 
if you have other committee meetings and would like to be heard 
early, we will be glad to accommodate you. I think Mr. Johnson 
of Colorado would like to file a statement for the record and he will 
be granted that privilege. 

We are very glad, Mr. Johnson, to hear what you have to say. 


STATEMENT OF HON. BYRON L. JOHNSON, A REPRESENTATIVE IN 
CONGRESS FROM THE SECOND CONGRESSIONAL DISTRICT OF THE 
STATE OF COLORADO 


Mr. Jonnson of Colorado. As you remember, Mr. Chairman, I re- 
placed the ranking Republican committee member on this committee. 
the Honorable William Hill from my own district in Colorado. And 
my district has a very deep and abiding interest in agriculture because 
of his long service on this committee. 

Mr. Poaae. He was a great help on this committee. 

Mr. Jonnson of Colorado. The district has a long interest in agri- 
culture. It is a district which grows a great deal of wheat. It is one 
of the major beet-sugar producing areas, and it is a major livestock 
area. 
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It is a large district, covers a 30,000-square-mile area, and has every 
kind of agriculture in it, irrigated, dry land, mountain, and plain. 

I suppose I have talked to farmers in every kind of farming activity, 

The Cuatrman. You have talked to a lot of them. 

Mr. Jonnson of Colorado. And I have talked to a lot of them. I 
will say to the committee that although I carried the suburbs by a 
larger margin, I carried the farm areas, too. 

I tried to say in the campaign the thing which needs saying in this 
country, that is, that the housewife is paying enough for food to give 
the farmer a fair price for it, but the farmer isn’t getting it. It seems 
to me that we have got to keep that point uppermost in mind in 
designing farm legislation and in procuring a fair return for the 
farmer for his labor and capital. 

I prepared a full statement on the economics of the farm problem 
as I see it which I submitted to the subcommittee on wheat of this 
committee and, therefore, I will not repeat it here, but I submit it 
for the record, and I have distributed copies for most of the members. 

I would, however, like to simply give you a summary of that state- 
ment. I commend it to you for your reading. 

In many years of trying to teach city boys the economics of the farm, 
I sought long and hard. 

The Cuatrman. Could I interrupt you. Would you tell us some- 
thing about your experience and background. 

Mr. Jounson of Colorado. I worked in the Budget Bureau here 
during the war years, and in the Social Security Administration for 
a few years. 

In 1947 I joined the economic faculty of the University of Denver. 
And as a teacher of the principles of economics I had to try to make 
sense out of agricultural economics, to an audience primarily of city 
boys, students, who didn’t necessarily understand this. 

I have, also, taught land economics. 

I am a graduate of the University of Wisconsin, where I got a 
thorough grounding in these matters. 

In the course of trying to explain to the city boys, as well as try to 
explain to my constituents in the political campaign, the economics of 
the farm problem, and the contrast between farm economics and fac- 
tory economics, I evolved the general scheme which is contained in 
my statement. I have on several occasions been invited by the agri- 
cultural extension economists to join them in their annual meetings 
sponsored by the Farm Foundation. I have had many informal op- 
portunities to discuss agricultural economics with those who are prac- 
titioners both at the State colleges and universities and at the Depart- 
ment of Agriculture staff level. 

I think that the tragedy of the past 6 years is that our farm policy 
as administered by the Secretary is built on an unsound foundation. 
I have suggested in my statement what I believe to be a sound eco- 
nomic foundation for a rational farm program. But because I am, 
also, due this moment in the Banking and Currency Committee, to 
work on the Bretton Woods bill this morning I beg leave not to read 
my statement but only to read you the concluding paragraphs. And 
I suggest to the committee that the following propositions ought to be 
the basis for an agricultural policy to be considered by this Congress. 
First, that the American farmer is entitled to receive a fair share 
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of the national income in exchange for his investment in producing the 
food and fiber upon which depends the prosperity of this Nation. 

I submit in all fairness that he is getting about half of the fair 
return. 

Second, that the Government should pursue policies which will ex- 

and exports and shall pursue policies that will expand the necessary 
Sonat consumption insofar as it may be possible. 

Other witnesses will have more to say about how to expand domestic 
consumption. 

Third, that balancing production to total demand, both at home 
and abroad, is sound social policy, both in the domestic and interna- 
tional front. 

Fourth, that price reduction and acreage controls have proved in- 
adequate. They are incompetent to secure a balance between supply 
and demand; other more direct devices, therefore, should be used to 
secure a balance in the market. 

Fifth, the farmers should have an opportunity to earn a fair share 
of the Nation’s income, and we should pursue governmental policies 
that will help them to do this in the market, if possible. But if this 
‘~annot be done, the Government should consider the use of alternative 
methods, such as direct payments, where it may prove necessary and 
desirable to secure a full opportunity to earn a reasonable return to 
the farmer for the labor and capital which produces the abundance 
the whole Nation enjoys. 

Sixth, that our policy will better serve the next generation as well 
as the next years, if it builds on the premise that we intend to continue 
our historical] tradition of encouraging owner-operated family farm 
enterprises. We who live in drought areas—and we had 5 years of 
drought in the past 8 years in my own county—have seen the occa- 
sional evidence of irresponsible behavior in the event of natural 
disasters in the handling of absentee-owned farm acres, 

In the ultimate sense I submit we do not really own the land in fee 
simple. This generation is but a trustee for the next and all suc- 
ceeding generations. We should, therefore, pursue policjes that will 
make this a richer and not a poorer land for our having held it. And 
these policies are more likely to flow from owner-operated family farm 
enterprises. 

If we use these as the premises upon which we build our farm policy, 
I submit that this committee and this Congress can write legislation 
that will set our feet upon the paths to restore agriculture to a rightful 
share of the Nation’s income, that will restore a balance between 
supply and demand, that will protect the farmer without hurting 
the consumer, that will be reasonably related to our foreign respon- 
sibilities and commitments, that will prove less costly to the taxpayers, 
and that will promote the general welfare. 

I have submitted, Mr. Chairman, a wheat bill in cooperation with 
Mr. Breeding and others, who are concerned with wheat matters, 
but I am not particularly concerned that we pass a special wheat bill 
as such. I am more concerned that we have a sound farm program 
for all farmers, that will give them an opportunity to earn a fair share 
of the Nation’s income, because prosperity on the farm makes for 
prosperity in small towns. I have seen too many ghost towns in the 
plains, towns that are being abandoned by what has happened to 
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American agriculture, to feel friendly toward the present drift of 
events. 


Tam hopeful that this committee can consider all of the various farm 
commodities in a cooperative spirit, to try to produce farm legislation 
which will in the years immediately ahead bring us back toward a 
constructive farm program that will not be the subject of ridicule and 
abuse, that will be fair both to the farmers and to the consumers. 

I thank you, gentlemen. 


(The prepared paper is as follows :) 


STATEMENT OF Hon. Byron L. JOHNSON, A REPRESENTATIVE IN CONGRESS FRom 
THE STATE OF COLORADO 


There may be members who represent districts with more wheat than my 
own district, but certainly, northeastern Colorado considers itself a major part 
of the Nation’s breadbasket. And my people are concerned about getting sound 
farm legislation and especially about the wheat program. 

Sound legislation depends upon a sound understanding of the nature of the 
problem facing us, and I have sought for a good many years to try to under- 
stand the basic theory upon which the present Secretary of Agriculture must 
be proceeding in carrying forward his farm program, 

If we assume that he is a reasonable and rational man, as we must, then the 
theory must be based upon certain fundamental premises which can be brought 
out and examined. If his premises are reasonable, then certainly his logic will 
explain his conclusions. 

As I see the premises, even though they have not been formally stated by the 
Department of Agriculture, these must be the premises upon which he proceeds: 

First, that America can produce more than she can sell. Therefore, unless 
exports are increased or domestic markets are increased, production must be 
reduced. 

Second, the way to reduce outputs and/or to increase consumption is to lower 
farm prices, with a corollary assumption that at lower prices larger quantities 
will be taken from the market. 

Third, that there is something fundamentally immoral about direct restric- 
tions of output, but the restrictions of output which the Secretary believes would 
follow by deliberately lowering price supports is free from any moral taint. 

And fourth, that we need not be concerned with the level of farm income but 
should leave that to the marketplace. 

Let us examine the logic that would flow from these premises. If these as- 
sumptions are true, then it would be proper to remove controls on planting and 
marketing. it would be proper to seek successively lower prices and it would be 
understandable that there should be no hnmane concern for the social injustices 
which may result from the operation of the foregoing decisions. We have had 
many statements that some farmers should expect to leave the farm, that there 
is a surplus of farmers. 

I submit, Mr. Chairman, that the assumptions cannot withstand careful scru- 
tinv. Let us take them up one at a time. 

. First, let us take the question of the level of income received by the American 
armer. 

The Secretary’s testimony on February 10 contains in chart 8 evidence that the 
farm assets at the end of 1958 aggregated about $188 billion and that owners’ 
equities totaled about $160 billions. A fair return to farmers on this investment 
comnuted at 6 percent would yield almost $10 billions as the farm income. 

The Secretary reports that there are at least 2 million commercial farmers 
which market more than 90 percent of all products—in his testimony on page 6. 
An additional 2.6 million farms produce only 9 percent of the farm products 
marketed. These 2 million commercial farmers managing farms averaging over 
$50.000 in value are certainly worth $5,000 annually apiece for their services, and 
the 2.6 million farmers at the other end of the scale are certainly worth a mint- 
mum annual wage of $2,000 apiece. This would yield then an additional $10 
billion for the commercial farmers, and $5 billion in income for the other farmers. 

A fair return for agriculture wonld be then, Mr. Chairman, approximately 
$25 billion by these elementary calculations. Yet the testimony submitted by the 
Secretary in chart 9 reports realized net income from farming last year was 
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something just over $12 billion, approximately one-half of a fair return for 
agriculture for its investment and its labor. 

Another way of looking at the return to agriculture that any citizen can under- 
stand is to look at the return as a share of the national income. Farmers and 
farm families constitute something more than 10 percent of our population. 
Yet their share of the national income is curently some 3.5 percent of the national 
total, notwithstanding the high cost of operating the Department of Agriculture. 

Mr. Chairman, the entire Nation depends for its basic supply of food and 
fiber upon the competency and efficiency of this primary and basic sector of our 
economy. It seems only fitting and proper that the National Government should 
show some concern for the reasonableness of the return of the Nation’s income 
to that group. 

Other groups in our national life can readily be organized to protect them- 
selves. Moreover, they are already so organized. Formers can only be effectively 
organized for economic bargaining purposes through the machinery of the 
Government. 

Our obligation as Congressmen is to promote the general welfare. It seems to 
me that this obligation contains the basis for a reasonable concern for the well- 
being of American agriculture. This becomes all the more significant when we 
realize that the declining farm income is due, at least in part, to the very im- 
provements in efficiency which permit all of us to be so well fed and so well 
clothed with the labors of only 9 percent of the population. 

One might note, parenthetically, the amazing fact that if the farmers were less 
efficient producers they would probably get a higher, not a lower, return. 

Secondly, let us examine the premise that America can produce more than she 
ean sell. Certainly, the fears of Malthus that population would outrun food 
supply did not consider the consequences of agricultural research and experi- 
mentation upon agricultural productivity. Malthus said that population would 
increase in geometric ratio, while food supply would increase in arithmetic ratio. 
Malthus did not live in the day of the A. & M. college. 

As the Secretary’s testimony indicated, the rate of increased agricultural pro- 
ductivity exceeds even the rate of population growth now being experienced. 
Therefore, it is true that we can produce more than we will, as a nation, consume 
in the years immediately ahead. 

There may be a difference of opinion, however, as to whether we are doing all 
we can to make available our food supplies to people elsewhere in the world. 
And the fault lies, if I understood the testimony given when the Secretary ap- 
peared, not in the action of the Congress, but in a failure of the administration 
effectively to use the powers already granted them by acts of previous Congresses. 

But so long as the world supply of dollars is limited, dollars will be spent by 
these nations, primarily, on those items which can only be procured in the United 
States. Food and fiber supplies therefore will have a low, rather than a high, 
priority. Anything that can be done to increase the availability of dollars to 
other countries should increase the likelihood of our ability to sell our own 
agricultural products overseas. 

There is a sharp difference between the capacity of a country to increase its 
consumption of a single commodity and its capacity to increase consumption of 
all commodities at once. Much of the analysis of our farm problems neglects 
the fundamental difference between the analysis of a particular crop and the 
analysis of agricultural crops generally. If there is an oversupply of one feed 
grain only, reducing its price while holding other prices relatively stable, would, 
in fact, cause a transference of use of land to other crops and at the same time 
increase consumption of the surplus crop with a slight decline in the consumption 
of other crops. The normal processes of the markets would, in fact, quickly en- 
courage such marginal adjustments if only a single crop or commodity is in- 
volved. 

In economic analysis, calculations of what is called price elasticity of demand 
(that is. the rate at which consumers will buy more as prices fall or buy less as 
prices rise), always contain the unspoken assumption that other things remain 
equal. However when one moves from the analysis of a single commodity to 
those of all, (from what the economist calls microanalysis to macroanalysis), 
then one must abandon this notion that other things remain equal because other 
things change, too. If the total supply or total capacity to produce supply is ex- 
cess to demand, one cannot assume that the demand for the all-nresent produc- 
tion will increase appreciably as prices fall. As to any one commodity : there is, of 
course, price elasticity of demand. That is to say, at lower prices more would 
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But for farm commodities as a whole, in the aggregate there will be almost no 
price elasticity of demand. That is to say, one should not expect a general lower- 
ing of the level of prices to have a significant effect on the level of aggregate 
domestic demand. Putting it bluntly, we can only eat three meals a day and we 
don’t increase our total consumption of food and fiber based on the general price 
level of food and fiber. 

A more significant factor in total demand, particularly in the lower income 
countries, is income elasticity of demand; that is to say, the extent to which con- 
sumers will buy more as their incomes rise or buy less if their incomes fall. 

As the income of a poor population generally rises, that nation does secure and 
consume greater supplies of food and fiber. In the long run, raising the level of 
income overseas will do more to increase their demand for our goods than will 
merely raising their present supply of dollars. But here in che United States the 
income elasticity at present levels is small; that is to say, most Americans al- 
ready have as much food as they need and they are not going to increase greatly 
their purchases. 

To the extent that total capacity to produce is in excess of both domestic 
demand and foreign demand (however these may be stimulated), it is reason- 
able to assume that production ought to be brought into line with total, or 
aggregate demand. It is at this point that the debate over the Department of 
Agriculture’s policies becomes much warmer. 

Let us take the third departmental assumption, that lower prices will stimulate 
demand. This has already been challenged above insofar as it relates to aggre- 
gate demand. Even if lower prices to consumers might have stimulated increased 
consumption, the lower prices to the farmer have not been reflected in lower 
prices to the consumer. Whatever merit there might have been in the depart- 
mental assumption that lower prices would stimulate consumption, the merit has 
been destroyed by the market performance. 

The Department has been relatively silent about the fact that lower prices on 
the farm have not been reflected in lower prices in the marketplaace. Indeed, 
the farmer’s share of the housewife’s food dollar has fallen from about 52 percent 
to a bare 38 percent. The Department might have well spent its energies in 
recent years inquiring into the reasonableness of the growing spread between 
farmer and consumer prices. Had they done so at least the housewife might 
have gotten a better break. Perhaps the farmers would have gotten a better 
break. Instead, it appears that the American housewives have been deliberately 
mobilized to oppose necessary farm programs by the false and misleading sug- 
gestion that Government programs in aid of agriculture are responsible for the 
present high prices of food. 

By way of illustration of the monumental misrepresentation here involved, 
let me cite the elementary facts of life with respect to bread and to wheat. In 
1952 the housewives in my area were able to buy loaves of bread for approxi- 
mately 16 cents. The pound of wheat that went into the flour in the bread 
received as much as 4 cents. Today the housewives in my district have to pay 
for a loaf of bread as much as 24 or 25 cents commercially. Yet the farmer 
receives only 214 or 3 cents for the pound of wheat that makes the flour that goes 
into the bread. 

It is a sorry commentary on our society that the farmer who produces the 
wheat should now be damned as being responsible for the high cost of the loaf 
of bread. Members of the Congress recently received in the mail a postcard 
from a grain elevator refunding the value to the farmer of the wheat in a loaf 
of bread. And the card contained, as you recall, exactly 3 pennies. 

Speculators and other middlemen have profited mightily during this adminis- 
tration at the expense of both the farmer and the housewife. The Department 
of Agriculture has shown little concern at these developments. There is nothing 
in the testimony of the Secretary on February 10 to suggest the spread between 
farm and retail prices was a matter of any concern to him or to the country. 

Mr. Latta. How would your bill correct this situation, this spread? 

Mr. JoHNson of Colorado. By moving to a bushel control as against an acreage 
control. Acreage control is simply an invitation to increase the output on the 
acreage by using more fertilizer and better seed, and so forth. By going to a 
direct bushel quota and setting the quota at less than the takeoff from the 
market by some 75 million bushels a year, until we get down to 600 million bush- 
els carryover, I think we can reduce the stocks. I would, of course, support the 
Poage bill, an extension of Public Law 480, or almost any other measure that this 
committee can come up with that will encourage greater exports of food abroad. 
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Mr. Larra. You think all you have to do is to go to the bushel rather than the 
acreage allotment, that that would solve it. 

Mr. JoHNsoN of Colorado. I would say that is one of the most fundamental 
things to be done. My bill contains other suggestions for the committee’s con- 
sideration. That would be certainly a central part. 

Let me turn to the other half of the assumption that lower prices will help to 
reduce output. People who are more familiar with the economics of a factory 
than a farm accept this assumption without question and without argument. 
Persons trained on the farm and those familiar with the mechanics of price 
analysis should not be so quick to accept such an assumption. All economics 
teaches that producers who cannot withhold their products from the market over 
any extended period will continue to sell in the short run so long as prices cover 
variable costs. This proposition is true in the factory and on the farm, but let 
us examine the variable costs more closely. Let us look at them. 

The factory owner has relatively high variable costs for labor and materials 
and relatively low fixed costs. Therefore, if prices fall to any appreciable 
extent, he will lose less money by shutting down the factory and saving the out~ 
lays on labor and materials, thus restricting supplies. 

Now let us turn to the farmer. The farmer has relatively high fixed costs, 
even at the outset of the crop year. Moreover, since he must plan and plant far 
in advance of the date on which he can be sure of the price he will receive for the 
crop when it comes to market, he must risk making what were variable costs 
at the beginning of the year into fixed costs. That is to say, he must prepare the 
ground, cultivate, fertilize, irrigate, or otherwise advance the production process 
without final knowledge as to market price. At harvest time the only variable 
costs that remain to be met are those of harvesting, packaging, and transporting 
to market. As a result, the farmer will continue to bring his crop to market 
at harvest season so long as the price stays above those few remaining variable 
costs. Moreover, because the farmer is eager to recover his out-of-pocket costs 
and some fixed costs, he tries to increase his gross income in the face of declining 
price levels by pursuing every means of expanding output. 

The administration, through its program of deliberately lowering general price 
levels, has caused farmers to accelerate the revolution in production very ap- 
preciably. Farmers have told me that while they were once satisfied with 80 
bushels to the acre, they have found it now possible to harvest 110 bushels to 
the acre and, therefore, have grown larger quantities. They have done this 
largely in response to pressure of falling prices. 

The history of agricultural statistical data has demonstrated for nearly half 
a century that the farmer’s response to a falling price level is to greatly increase 
the level of output in an effort to try to maintain his gross income. The ele 
mentary logic of economic analysis, which is that goods will be brought to market 
so long as prices cover variable costs, helps explain and support this history. The 
administration’s assumption that lowering prices will somehow reduce supply is 
supported neither by the history or by the elementary logic of economic events. 

While you can shut down a factory, you cannot and you do not shut down a 
farm. Had the administration understood this basic distinction and admin- 
istered its policy in sympathetic appreciation of these facts, we might well have 
avoided the present difficulties of heavy investment in price supported commodi- 
ties in surplus supply. The attempt by the administration to get out of the mess 
it has created by its own faulty logic through pursuing that same logic still more 
relentlessly for 2 more years should be vigorously resisted by this Congress. We 
should not join in heaping further failure upon past failure. 

Let me turn to the final assumption. Everyone accepts without exception that 
manufacturing industry will restrict output to that volume of goods which can 
be sold in the market. The administration appeals to the fundamental decency 
of the American farmer by suggesting somehow that the restriction of agricul- 
tural output 's somehow sinful. Many of us, sensitive to the needs of hungry 
people the world around, have difficulty in accepting restriction of food output 
when we know that people are hungry. As the result of these sentiments the 
Congress has for many years supported a variety of measures by which American 
agricultural commodities have been moved into countries otherwise deficient in 
supply. And the Congress will continue to do so. 

But having said that, it still seems reasonable to assume that no vital purpose 
of the Nation or the human race is served by encouraging production of agricul- 
tural commodities bevond the reasonable needs of the year. We should, of 
course, maintain an adequate reserve supply of storable commodities against the 
contingencies of drought, disaster, and other emergencies. But it is not sinful 
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to balance supply with demand in agriculture any more than it is sinful to do so 
in steel or cement or automobiles. 

For too long we have sought to balance the supply with demand by the crude 
route of allocating acreage. Because hybrid seed and better insecticides and 
other new techniques are increasingly available, acreage restrictions have proven 
inadequate to date. 

Many of us in the wheat producing areas of the country are now preparing, 
Mr. Chairman, to support quantitative controls in the form of bushelage market- 
ing allotments. We recognize that there is no perfect device for securing the 
exact quantity of food production that may be demanded from season to season, 
The uncertainty of weather, if no other factor operated, would offset the calcula- 
tions of output. But it is possible to allocate equitably the right to bring a 
specified quantity onto the commercial market. This does, indeed, limit the 
market power of the farmer in any given year with respect to the commodity so 
controlled. It does not restrict his feedom to plan or harvest so long as it is 
understood that he cannot move any surplus he may produce onto the com- 
mercial market except under assigned marketing quotas. He is free to store 
the difference against a shortage in production in the following year, or to use 
the surplus as feed or seed on his own farm. No one should assume that these 
quotas would destroy any significant freedom the farmer may wish. The farm- 
ers have indicated their willingness to accept such controls, recognizing their 
greater effectiveness if the farmer can be assured that a fair price will be paid 
them for the goods produced. 

But coming back to an examination of the premise upon which this administra- 
tion is proceeding, I submit, Mr. Chairman that the following propositions ought 
to be the basis for agricultural policy as may be considered by this Congress: 

First, that the American farmer is entitled to receive a fair share of the 
national income in exchange for his labor and investment in producing the food 
and fiber upon which depends the prosperity of the Nation. 

Second, that the Government should pursue policies that will expand exports 
and shall pursue policies that will expand domestic consumption insofar as this 
may be possible. 

Third, that balancing production to the total demand, both at home and 
abroad, is sound social policy. 

Fourth, that price reduction and acreage controls having both proved in- 
adequate and incompetent in securing a balance between supply and demand, 
other more direct devices for securing such a balance in the market should be 
used. 

Fifth, the farmers should have the opportunity to earn a fair share of the 
Nation’s income by suitable Government policies and market prices. But if they 
cannot, then the Government should consider the use of alternate methods such 
as direct payments, aS may prove necessary and desirable to secure a reason- 
able return for the labor and capital required to produce our abundance. 

Sixth, our policy will better serve the next generation as well as the next year 
if it builds on the premise that we intend to continue our historical tradition of 
encouraging owner-operated family farm enterprise. We who live in drought 
areas have seen the occasional evidences of irresponsible behavior in the event 
of natural disasters in the handling of absentee-owned farm acres. 

In the ultimate sense, we do not really own the land in fee simple. This gen- 
eration is but a trustee for the next and all succeeding generations. We should 
pursue, therefore, policies that will make this a richer and not a poorer land. 
These policies are more likely to flow from owner-operated family farm enter- 
prise. 

Mr. Chairman, if we would substitute these premises for those which under- 
lie the program of this administration I have complete confidence that this com- 
mittee and this Congress can write legislation that will set our feet upon the 
paths to restore agriculture to a rightful share in the Nation’s income, that will 
restore a balance between supply and demand, that will protect the farmer with- 
out hurting the consumer, that will be reasonably related to our foreign re 
sponsibilities and commitments, that will prove less costly to the taxpayers 
and that will promote the general welfare. 

Mr. Chairman, I would be happy to discuss the details of my bill at another 
time. 

Should you have any comments after reading the above, please direct them to 
me at Room 442, House Office Building, Washington, D.C. 
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The CuatrMan. Thank you very much, Mr. Johnson. Are there 
any questions ? 

Mr. Poacr. That is where we always bog down. The Government 
pursues a policy that will expand agriculture and pursues policy that 
will expand domestic consumption insofar as this may be possible. I 
think our problem is as you describe. We have to export more. 
Everybody agrees with you. But just what will we do about it? 

Mr. Jounson of Colorado. The gentleman from Texas is the author 
of a bill pending before this committee which would, I think, go far 
toward expanding exports by making the terms of trade more gen- 
erous to foreign nations. 

Actually, Iam concerned with the neglect of full employment by 
this administration, for it is creating a climate of opinion in Congress 
and in the country that will tend to cause us to pursue still more re- 
strictive policies on foreign trade. 

I suggested the other day in our own Committee on Banking and 
Currency that the line of argument I hear on the House floor means 
that America may be asked to replay the experience of RO ean ago, 
when the Congress passed the Smoot-Hawley Act in the face of the 
profound depression, in the hopes that somehow protectionism would 
restore prosperity. And we know that what it did was to bring the 
world tumbling about our ears; that it was folly, and that America 
did not solve her problems this way. 

I am deeply distressed that the administration seems to be more in- 
terested in the giving away of aid overseas than in meeting needs at 
home, because even in my own relatively rich district people are ask- 
ing, “Why should we give $4 billion to a foreign country when we 
won’t spend money to meet needs here at home?” 

Mr. Horven. How do you expect to vote on the Mutual Security 
bill, may I ask? 

Mr. Jounson of Colorado. I expect to vote for it and I also expect 
that members of my own party from districts in greater distress will 
be under great pressure to vote against it even though they would like 
to vote for it, because their people are distressed that they are not hav- 
ing their own needs met. " 

This is a matter of very deep concern, it seems to me, and should 
be to the whole country. 

The Cuatrman. I understand from your statement that you are in 
favor of all that has been done 

Mr. Jounson of Colorado. Correct. 

The CuatrmMan. In the way of feeding the hungry people of the 
world but you feel we should remember our own people at home. 

Mr. Jounnson of Colorado. Correct. 

The CuatrMan. Yesterday the Department of Agriculture witness 
indicated that the Department was opposed to any further expansion 
of the special milk program. I thought that it was one of the best 
programs we had ever undertaken. 

Mr. Jounson of Colorado. I will be very happy to submit to the 
committee the remarks of Mr. Charles Lilley which I will put in the 
record. He is our own State supervisor and chairman of the State 
supervisors of the school milk programs that are in complete support 
with the chairman’s position. I will be happy to send that. 

(The remarks referred to above are as follows :) 
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REMARKS OF Hon. Byron L. JOHNSON OF COLORADO RE SCHOOL LUNCH 
PROGRAM NEEDS 


Mr. JOHNSON of Colorado. Mr. Speaker, I call to the attention of the Members 
certain facts about our school lunch program and its needs. I quote from a letter 
I have just received from Mr. Charles W. Lilley, Colorado State director and 
chairman of the State directors and supervisors, American School Food Service 
Association : 

“I am chairman of the State directors and supervisors so I know the situation 
in Colorado is rather typical of the Nation. 

“Without additional financial assistance, our schools will have to look for ways 
to cut costs and raise income. Some schools will lower the quality of the meal 
or reduce size of servings, others will try to reduce the number being fed free 
or at a reduced charge, and others will simply raise the charge. Any and all of 
these devices hit the child from low-income families hardest. 

“More State funds for education will have to be found for matching Federal 
funds provided in the National Defense Education Act of 1958, which makes it 
more difficult to get additional State funds for school lunch. 

“Because of increasing participation, we have been inclined to think thar 
everything was fine in the lunch program. A closer look will reveal that in many 
instances participation has fallen off in the older established programs as the 
charge has been increased. Also, quite a number of schools have dropped out of 
the program, finding it more profitable to operate an independent program with 
no requirements as to the type of meal served or provision for free meals. These 
schools are being reimbursed 3 cents for serving only a half-pint of milk, while 
schools under the national school lunch program agreement must serve a complete 
type A meal including a half pint of milk and receive only 4 cents reimbursement 
per meal. Anyone interested in children’s welfare could not help but deplore 
such a trend. There is good profit in pop, potato chips, frozen dairy custards 
and such stuff, but very little food value. 

“While the national increase has been under 10 percent, ours has been around 
20 percent this year. It takes at least a year, and often two, before increase in 
population is reflected in an increased allocation of funds. The donated com- 
modities are allocated on actual participation which is adjusted twice a year, so 
we fare better on commodities than on cash reimbursement. Nationally, daily 
participation will exceed 12 million children. 

“We feel that a reimbursement of at least 6 cents per type A meal is neces- 
sary to keep the schools in the program meeting the meal type requirement, tak- 
ing care of the needy and keeping the price in the range that the majority can 
afford. In addition te the 6 cents. we need donated commodities to the extent 
that will represent a meal raise of about 10 cents.” 

The Cuarrman. I think that this committee will be happy to pro- 
vide an additional $5 million for the current year to carry on this 
program. I do not think there will be any objection. I think the bill 
will pass and it will become law in time to provide adequate funds 
for the program for the current year. I agree with you, however, 
that we do have hungry people in America. We have old people 
who are unable to work, and who live on paltry sums of money, with 
no hope whatsoever of earning a living. Yet we have food and it is 
not available to them. 

Mr, Jomnnson of Colorado. I think that is correct. Let me come 
back to the question Mr. Poage asked. Certainly, a more liberal 
trade program which expands the supply of dollars to foreign coun- 
tries by permitting us to purchase from them will ultimately mean 
that they will be, also, buying food from us. When their supply of 
dollars is scarce, they will buy from us those things which they can 
only buy with dollars and that will be machinery and things of that 
sort. When their supply of dollars is abundant, they may, also, be 
willing to use those dollars for food. And food has had a very low 
priority on foreign purchases because of the scarcity of dollars over 
the years since the end of the war. 
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A liberal trade program is in fact indicated, but you can only get 
that adopted and supported when you have a strong full employment 
economy here at home. 

The moment that you become indifferent to the growth of unem- 
loyment and the decline in the relative output here at home, you 
ose the support of, at least, the distressed communities for a liberal 

trade program and thereby limit the likelihood of these people hav- 
ing dollars to buy goods from us. 

None of us like to contemplate a lifetime of gifts, or loans which 
will not be repaid, as the way by which we support the export of 
food and goods to hungry people. We would all like to see the day 
when these people could earn those dollars by trade with us. You 
cannot do business with paupers. You can give them things. If we 
enrich other nations, we increase their capacity to buy from us and 
ultimately enrich ourselves. 

This is the logic of economics—it has been for 200 years. We do the 
most business with the richest and the least with the poorest nations. 

Mr. McIntire. I am very much interested, Mr. Johnson, in your 
comment relative to a trade policy. The northeast, with the back- 

ound it has is a little different from other sections of the country 
in relation to the issue. What is your thinking in relation to the de- 
sire for import quotas? Do you think the administration should im- 
pose new import limitations on other things? 

Mr. Jounson of Colorado. Each member of the Congress has in 
his district some group which profoundly believes that a restrictive 
trade policy will benefit it. And perhaps they believe this correctly. 
But if each of us insists that the administration adopt a restrictive 
trade policy with respect to our own particular comnaeoeieieal obviously 
the policy of this Nation will be ultimately restrictive in the extreme. 

You see, when we restrict imports the benefits are immediately 
visible, but the persons whom we hurt because we reduce the supply 
of dollars with which to buy goods which will be exported and create 
employment here at home are not visible. 

It happens that I have the good fortune to represent an area which 
does, also, a substantial amount of exporting, and so we can see the 
consequences of the decline in exports, perhaps, a little more quickly 
in my area. Denver is in the heart of my district and Denver is a 
great export city. 

We will hear from the ones who are hurt by the imports. We will 
not hear so quickly from those who are hurt by the decline in exports. 
Consequently, we do not necessarily make the best judgments with re- 
spect to the well-being of the whole American people when we listen 
to those who would limit imports. 

A famous member of a previous Congress, now the Governor of 
Connecticut, is reported to have said one time in response to a con- 
stituent who asked him why he pursued this liberal trade policy when it 
might hurt the constituent’s business, Mr. Ribicoff is reported to have 
said that the peace of the whole world may be more important than 
the profits of a man’s business. And unless we believe that we can 
return to isolationism and remain at peace with the world, it strikes 
me that we are going to have to answer to our people that the visible 
loss through imports is repaid by a visible, but not quite so quickly 
visible, gain in exports. 
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To sell we must buy. Every American wants to sell. Every Ameri- 
can wants exports. But unless we are going to give the money away 
or loan it to them forever, we also have to receive imports to pro- 
vide the exchange by which these transactions take place. 

Mr. McIntire. Should I draw the conclusion from your statement 
then that you are opposed to import limitations on zine and lead and 
ores and things of that kind? 

Mr. Jounson of Colorado. I would say an orderly market as be- 
tween many nations should be provided. And we have agencies of 
international cooperation through which these agreements can be 
reached. They have been reached with respect to wheat upon occa- 
sions. 

They are being reached with respect to sugar, a crop in which my 
district has an interest. 

I submit that the proper path to follow is not one of unilateral 
action by this country. Somebody said that when you step on your 
neighbor’s toe, you don’t feel the hurt but he does. And the Cana- 
dians growled back loudly at us in their last election for certain 
actions we have taken with respect to them. And when we are in 
trouble in Canada, we obviously are being neglectful of the con- 
sequences of our behavior upon our neighbors. 

The Cuarrman. What would we be in trouble with Canada about ? 

Mr. Jonnson of Colorado. It involves a host of things. But I guess 
it is included in this tendency to adopt restrictive measures. Included 
in it, is occasional willingness to accept restrictive trade actions. I 
have difficulty believing that the prosperity of the Nation depends 
upon reducing the importation of wooden clothespins which became a 
cause celebre. 

Mr. McIntire. In relation to the manufacture of clothespins I 
happen to have some friends that manufacture them. 

Mr. Jounson of Colorado. It would be easier for any member to 
talk about something that is produced in some other districts. 

Mr. McIntire. I would like to have you tell us how about lead and 
the like. 

Mr. Jounson of Colorado. I suggest that the problem in lead is not 
one of import or export quotas. The mines which have been shut 
down in my State were not shut down because of freer trade alone. 
They were shut down because American firms which have become in 
effect part of international cartels buy up local mines and shut them 
down to operate more profitably for themselves foreign holdings which 
the same corporations have. 

The American worker is not being hurt by a foreign firm. He is 
being hurt by a domestic firm which is pursuing foreign operations at 
the expense of the domestic operations. And we cannot get that prob- 
lem by the usual routes of quotas or tariffs. 

Mr. McIntire. Well, then, legislation which was before us last June 
in relation to importation of lead would not have your approval. 

Mr. Jonnson of Colorado. I was not a member and I did not hear 
the testimony and did not read the report and I refuse to be drawn into 
so firmastatement. [ Laughter. | 

Mr. McIntire. You are aware of the facts. 

Mr. McSween. I wonder if you would comment on the problem of 
selling in foreign trade channels many of our commodities which are 
priced higher than world markets. 
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Mr. Jounson of Colorado. The world market price is, I think, fre- 
quently assumed to be a free market. The assumption is not necessarily 
supported by the facts. ‘The world market price may, in fact, be the 
result of a decision by a handful of men, one with the others. Under 
those circumstances whether we should have set our own minimum 
price at 65 percent of parity for wheat or say, the world market price 
which would be a sound principle, depends upon what you think is 
the nature of the world market price. 

Is this a price arrived at in the open markets between many buyers 
and sellers, or is it in a sense an administered price, administered by a 
handful of people who meet around the table once a year? 

If it is an administered price, then the question is who administered 
it and for what purposes ? 

And under those circumstances, it seems to me that our policies must 
flow from at least our understanding of the market. I could be wrong 
as to my understanding of the market. But whatever my understand- 
ing it will indicate the way in which I would then devise policies for 
the Congress to enact. 

We all act on the basis of what we believe to be true, whether or 
not it is true. Hopefully we are always right, but right or wrong, 
that is the basis on which we proceed. 

The Cuarrman. Any further questions? 

Mr. Pirnte. I should like to ask the gentleman from Colorado what 
he has in mind with respect to the guarantee by the Government of a 
fair rate of return on invested capital. 

Mr, Jounson of Colorado. I don’t think that we can, farm by farm 
guarantee anybody that he is going to get 6 percent return on his capital 
after his costs. But I think we can set the level at which we expect 
domestic prices to operate, or the level at which we might pursue 
acoder payments, or the level at which we believe parity should 

set, and the method by which parity calculations were set. I wish 
it were ultimately parity of income and not of price. 

Perhaps, the approach which is being suggested by Senator Tal- 
madge of an all-commodity approach income parity formula is the 
way which we should ultimately pursue. Whether that can be done 
this year is a matter for this committee in its judgment to decide, 
along with the Senate, before we can get the bill in the House, 

But I would submit that at times when the farmer, as my testimony 
suggests, secures a fair return for labor, but nothing for his invest- 
ment, or looking at it the other way, a fair return on invested capital 
but nothing for labor, surely something is rotten in the mathematics 
of our program. And to keep reducing the percentage of parity which 
we will underwrite or guarantee in the face of that fact is unfair to 
the farmer. 

And I note in the testimony it, also, adds to our surplus. It does 
not reduce the surplus. By its very nature it increases it. 

Mr. Pirnie. Would you as an economist believe that Government 
should undertake to assume the same responsibility with respect to all 
fields of endeavor? 

Mr. Jounson of Colorado. Well, the situation for many other fields 
of endeavor is that we have private pricing. A handful of automobile 
producers can get together and control the price of automobiles and, 
also, the output. 

41478592 
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If you are concerned about control we have strong controls built 
into the economy with respect to a great deal of American industry. 

The only question is, do we have a public review of the private 
control? ‘The contro] exists. The question is, should the farmer who 
cannot solve his problems by a handful of men getting together around 
a hotel banquet table, turn to Government and ask Government to act 
as his agent for securing even an approximation of the efficiency of 
the private controls which much of the rest of the economy now has. 

Mr. Pirnte. Does the gentleman feel that that system that he says 
operates in the field of automobile industry works when a corpora- 
tion can turn in a loss of 60 or 70 million in 1 year? Do you think that 
is wrong? It does happen frequently. 

Mr. Jounson of Colorado. The Federal Government is already a 
silent partner to the extent of 50 percent in business activity. We will 
pay off through the tax laws 50 percent of a loss through carry 
forward or carry back. 

We are, also, a silent partner to it in accepting 50 percent of the 
profits into the treasury. We are a partner without vote. But we, 
certainly, take our partnership return both ways. 

Mr. Pirnte. That is assuming that you have a profit against which 
you can do that. 

Mr. Jounson of Colorado. You wouldn’t be in business very long 
if you don’t make some profit. 

Mr. Pirniz. Do you think we should guarantee profit in small 
business by governmental operation? We are interested in this coun- 
try in the small man, aren’t we ? 

Mr. Jounson of Colorado. I think that the proper answer is to 
say I believe in an opportunity to earn a fair return. This would be 
a true statement of my views. 

Mr. Prrnte. I think we would all agree that we want equal oppor- 
tunity. 

Mr. Jonson of Colorado. Yes. 

Mr. Prrente. As a return for the man’s labor. As I understood you 
to say, this problem started in the last 6 years—a direct relationship 
between that and the level of unemployment. Isn’t it a fact that prior 
to 6 years ago we had unemployment at as relatively a high level then 
as we have at the moment when there was another treatment of farm 

yolicies. 
Mr. Jounson of Colorado. You are referring to the thirties? 

Mr. Prrenie. I am talking of the forties. 

Mr. Jounson of Colorado. I don’t recall anything in the forties that 
we had a level of unemployment to match this, 

Mr. Pirntr. It reached 5 million men. 

Mr. Jonson of Colorado. It didn’t stay there for a year and a half, 

Mr. Pirnte. We had the Korean war. 

Mr. Jounson of Colorado. We were recovering before the Korean 
war began. Recovery was well on its way. 

Mr. Pirnte. Thank you. 

Mr. Marruews. May I just make this observation to our colleague 
and tell him that his testimony is refreshing to me. It is the — 
just like the salubrious rivers, mountains, and trees of his beautifu 
State of Colorado. He spoke very well; I have personally enjoyed it 
keenly. 
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Mr. Jounson of Colorado. I thank the gentleman from Florida. 

I invite him to come to cool colorful Colorado. This is our centennial 
ear. 

. Mr. Breepvrne. Mr. Johnson, I would like to ask you, do you feel 

that we necessarily should come up with a new farm program this 

year or continue with the old one? 

Mr. Jounson of Colorado. I would like, of course, as a citizen, 
Congressman, and representative of an agricultural district to see us 
actually solve the farm problem. 

I am a pessimist in that I think even if the committee could write 
a perfect bill and could get it passed and could get it signed, then 
for the next year and a half it would still suffer at the hands of an 
unfriendly administration. 

Mr. Hoeven. Have you now concluded your political speech? 

Mr. Jounson of Colorado. Mr. Hoeven, I think it might be well to 
say that that was a political remark and not an economic remark. 
It was the judgment of a practicing politician, a friend of the Honor- 
able Charles Brannan, my neighbor, and of one who believes that he 
gave farmers sympathetic treatment. 

Mr. Hoeven. For your information members of this committee 
have tried desperately hard throughout the years to operate on a 
nonpartisan basis. That is the approach we should take. So your 
politicial views could be much better aired somewhere else instead of 
in this committee room. 

Mr. Jonnson of Colorado. The gentleman’s remarks are proper. 

The Cuarrman. We do get into politics every once in awhile, but 
I want to say that we are proud of the fact that this committee has 
been remarkably free from politics. 

I think this committee has done just about everything that it knows 
how to do to solve our farm problem. I think we have given the 
Secretary of Agriculture more authority than has ever been given to 
any other Secretary in all history. We have made available to him 
more money, more personnel, more commissions and more committees, 
and if he wants any authority he now does not have, the committee 
room is always open to receive recommendations and to consider all 
of the suggestions that he makes. We thank you for your appearance, 
Mr. Johnson. 

Mr. Jonnson of Colorado. If the committee approves, and if it 
would be in order, I will be quite happy to have these remarks with 
respect to politics deleted from the remarks which I made. I did not 
mean to include that. 

The CuHatrman. When you get the record to revise your remarks, 
you may delete that part of your statement. 

Mr. Larra. Do the farmers in Colorado share your views on direct 
payments, I would like to know ? 

Mr. Jonnson of Colorado. I think they would prefer to have an 
opportunity to earn a fair return in the marketplace. But if this 
cannot be done (and this is particularly a problem with respect to 
commodities which are heavily involved in international trade, cotton, 
wheat, and so forth), that if it cannot be done in the open market 
then they would be agreeable to receiving a production payment, if 
that were the best solution to the problem. I don’t think anything 
that I have said indicates that I prefer any one solution. The pur- 
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pose is the more important thing than the techniques. I don’t think 
that: any technique by itself is good or bad, the important issue is 
to find the best way to get the job done. 

You will certainly have my vote on the House floor for production 
payments if that is the way. It is better than not doing the job. 

Mr. Larra. I would like to say that the independent farmers of 
Ohio do not share your views. 

Mr. Jounson of Wisconsin. As one Johnson to another Johnson, 
I want to compliment my fellow colleague for the wonderful state- 
ment. If he has made any political arguments, they have been pro- 
voked, and I would not take anything out of the record. I ask per- 
mission to include my extension of remarks of March 19, 1959, from 
the Congressional Record. 

The Carman. Thank you very much. Without objection per- 
mission is granted. 
Mr. JouNnson of Colorado. Thank you. 
(The remarks referred to above are as follows:) 





REMARKS OF Hon. Byron L. JOHNSON OF COLORADO RE A COLORADO WHEAT 
FARMER’S ANALYSIS OF FARM INCOME AND EXPENSE 


Mr. JonHnson of Colorado. Mr. Speaker, a competent wheat farmer in my dis- 
trict has submitted the following analysis of farm income and expense. 

It shows that present price levels give him, as an operator, a 1.1-percent return 
on his investment if you compute his subsistence or personal income at $3,600 
per year. 

These calculations appear very modest and reasonable. I commend them to 
study by those interested in being fair to farm operators. 


A COLORADO WHEAT FARMER’S ANALYSIS OF FARM INCOME AND EXPENSE 


Here is an example of actual income and actual costs. It is based upon exper- 
ience of a farm, consisting of 960 acres of good hard land, in the hard-wheat 
section of northeastern Colorado. This is an owner operated unit, using modern 
equipment. 

The operator is in compliance with the ASC program, planting his allotted 
acres to wheat and his excess acres to barley. 

The operator combines all of his grain, but hires barley windrowed. He hires 
extra trucks during harvest. He does all of his own work, except that he hires 
one extra man during harvest. 

He does nearly all of his own repair work and utilizes some work of children 
during summer. He does his own tax and accounting work. 


ANALYSIS FOR OWNER OPERATOR 
















Investment Real estate | Equipment 

950 acres land, at $150 per acre_-_.-.-- S146 000 fF. i. cnctctbee 
Conn ccccecccnenenesecnttedesnawcerdees-scnncerececcenepuedepeonscennnelpececsesecupee $5, 300 
TRING. bck cccanecccennnccddeceuscetedssheentwascubabwetnaaddonsdantseeses| caccunmessoues 8, 300 
BGT 5s. 6as-as0 aaweqeanaecosonsnes+sescendeonsrosessansesssoenesalecepcesecescen 1, 000 
TO NES nacccccnacccssenes LcdimiccbeeteebsnahadaawewadAshnidqvashooke 600 
1 chisel...... waaenwcnnnnccwwnccencwecennesnnecseeccecececenessceensceseene--=|o--0~= appataes 1, 000 
GIR TIS ava cadinec cans deine cncwecccoummpaseocecpucepecenecpeceseepsupeeg)scseneses eda 1, 600 
BOPOK WERE) OUI 55 oo nnn kn ce ccc nosereccccctonwnnapnsectstencenn|cocesnasesecas 4, 000 
i plokup track (used) .......~...o =e nnn none nec enone nn nn nc eceneece--oeeee- tice taka as achat 1, 000 
BNOM SIMIPMONME .. ... 2 nen cc we cw cc ene cccnccweccccecneseewewcesennes|soenccceesecee 1, 000 
a er I NE i irc och mace ine peetpmbanpseonmenanceserscers | OG bes cenennl 
56 66 SEBO TIDEED GENO) ~~ ercncn cc cccnnndesnpcennpensocnpesenponweeepeeseres Pena 1, 500 

OEE coinencnc pnnnpcqnchonnametnsaneccopaeanessoengdscuseeqeecsconconas 153, 000 25, 300 


Total investment... .-..... 2.222222 - ees no nen coon nee see- ee pebeocws ; 
6 percent interest on investment....-.-.--.---------------------------- a ba 
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Operating expense 


DOD i 5 nn ono sonennennmpnannnpn mea $1, 518. 00 
TOR Sn 66 no en erm rnicoen eetienlipsann ennaanaagnamiae antec ediea 200. 00 
i i rinse iceman tne nbbcigetreperese ais duck semen tipnsinanciege meister aaa eae 700. 00 
Gupolied purchased... ..ncecssemceqeeseteicenewensrsinrmee aabiigibin 200. 00 
Repairs and maintenance___................-.----------------<.--~ 750. 00 
Gas, diesel fuel, off, and QTeRM. et le enone names 1, 212. 80 
PRET TCC en me rete a areeetndn Sette ciate nites aiipinaooaagecmieaanaieadanaaadaimeiaaia 159. 85 
Wiectricity and eleDRORGcpcincccindactinanucunnainlitned aeucasmmeie 150. 00 
Wee UN ia as lt cc id eect lb ie hc Dialga dois cal ie iteae alsa 456. 00 
Automobile upkeep (farm share) -~....--..-.-------..--..---.-...- 100. 00 
Repairs to wells and buildings... 12222122 ee ineee 50. 00 
Food for hired help... <stidsiedandn dass denwsdumetoedenbanee 15. 00 
Small tools... .— 422s n stints n nee nenemensannnse—sea 5. 00 
Bookkeeping suppiles..-.— 120... - cise etwieedeiedictadnamidicans 5. 00 

Total operating CXPORCCs 6 cnc cibcdnedanscntnncmeewitic 5, 521. 65 

Depreciation 

Farm equipment, $25,300 at 10 year life____._.._.___....--.--__--..-. $2, 530. 00 
Shop and storage building $9,000, 30 years__.._._._.__.....----_---_--- 300. 00 

Total depreciation... cacuccasusawennioleass ise 2, 830. 00 

Fotal operating CX OONECi nice ee ee 5, 521. 65 

Total operating expense and depreciation.._....._._......--__ 8, 351. 65 


Gross income and net income 


Income at present prices : 
300 acres wheat, 20 bushels per acre at $1.60 per bushel (6,000 


Dusheis ) — ..nen.<ncds ids aati ae a a ee $9, 600. 00 
180 acres barley, 30 bushels per acre at 80 cents per bushel (54,000 

bushels) — a... <:cssee masencstteaiie cease ase eens acted anata oe 4, 320. 00 
480 acres summer fallow (no income). 

Total PGi “TCG anc ctiscescrties st dttdtta ccc nie 13, 920. 00 

Total operating expense and depreciation___._.________.__-_____ 8, 351. 65 

Net operating inc0tiGiscnn nkekesustinennntcn cece 5, 568. 35 


Note.—This is the amount the operator has for his management and labor, 
for his living for himself and family, to pay income tax, persorial tax, car 
expense, etc., and for interest on his investment. 

Allowing nothing for his own labor, and the costs of subsistence, his return 
is only 3.12 percent on his investment: 

Net operating income, $5,568.35, divided by his investment of $178,300, shows 
that his interest on investment would be only 3.12 percent. 

Assuming the labor of the owner is worth $300 per month to manage and 
operate the farm, which would be $3,600 per year, the net opera*ing income as 
a return on investment would be only 1.1 percent. 

Net operating income $1,968.35, divided by investment, $178,300, equals in- 
terest on investment, 1.1 percent. 

It would take a price of $2.60 a bushel for wheat and $1.35 per bushel for bar- 
ley if the farm income is to cover all costs, or to meet operating expenses, to 
provide a living for his family, to pay 6 percent interest on investment, and to 
replace equipment by allowance for depreciation. Here are the calculations: 


Income 
Wheat, 300 acres (6,000 bushels at $2.60)_-__....-__--_-____- $15, 600 
Barley, 180 acres (5,400 bushels at $1.35)_-.___-___________________ 7, 290 


Total income 
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Eapenses 
Total operating expenses and depreciation._.___._--__-----.------_-.. $8, 351. 65 
Date eee. BeeD tet We ee cccecwee 3, 600. 00 
eee Lens Wk SE VONUINN aa ewe ansgncawnas 10, 698. 00 
UN ce da acta scien eeedans gaeeen-on es tosis areninmmneneteetetienrt 22, 749. 65 


ANALYSIS FOR LANDLORD AND TENANT OPERATION 


In the second example which follows, the same farm operation is analyzed 
under the premise that the farm is operated by a renter who owns the equip- 
ment, and pays the landlord one-third of the crops raised as rental. 

He also pays $1,200 a year for the use of the buildings. 

(Nore.—The cost of owning a $9,000 quonset-type building is $1,129.80 a year. 
Forty-nine dollars and eighty cents insurance, $240 taxes, $300 depreciation, 
$540 interest on investment. ) 

The operator has a net income, for his labor and investment, at present prices, 
of $1,614; the landlord gets 2.53 percent return on his investment. 


Investment by landlord: 
960 acres, at $150 (includes house, well, etc., valued at $9,000)___ $144, 000 
EUTEO PULIORe OTOCINE note sa etalk 9, 000 





CC SUI RURARD  D i since do TE ed 15: 





Investment by operator: 











I i Staal anal a ciceaeds alain de 5, 300 

NOUN Dg Sec a i Se Ss a a cca clgdcds cians an aramaaien 8, 300 

ree es as i oak ceca cece wtn 600 

a nia nsec ennai 1, 000 
I a ei ete TS cee 1, 600 
en seaside as en tetas Acacathameeltmenesenss our aomumoaninea eis 4, 000 
Neen en Ss ee aan 1, 000 

ale spc cepideeacanien easiest aooeaon interes 1. 000 
ena 0 en Oe a eneemabates 1. 500 
I alas detainee 25, 300 

Sp RI a oP decree enemas pss elena neonies 178, 300 

Operating expense (operator) 

Fat TRINUID INO  5 h  ctt  ae thealabe ee Sed $332. 16 
TS Ia re it Se gk tS a a 200. 00° 
al as ot Guidi temas seca dee Reeds 700, 00 
meer I ido ah Olt ss ek eed il hina 200. 00 
enrT a me MISCO RO on oe eu beeen Be 750, 00 
ee eer see en, mee Tene i a ea ee ee 1, 212. 00 
I an Berle 0 Ne ee le el ie een 159, 85 
ceaenrannr ane (Celera. St ek eee se lo eich oa 150. 00 
enters tis are Oe ee ae Se od a lk ee 456. 00 
maoeane wmceen $(fatin BUAPC) occ elect cect 100. 00 
See oo iia ie: anion) sh deh ee ea 25. 00 
eee Or RRS OD I no a bbs beien tance inianababcae 600, 00 
rmeeeennnnes. pneeeny (7 Wynenen npn ok Sgt Se oS os 8 Se ed 225, 00 
Namen TrID ONIN 8 28 0 oe 2 to) uae 15. 00 
PU sa steed Sidi ech anil mnretciaisisindnelianben cothhenlibicinsiitc 5. 00 
INE ON a Orr le ia chided a eiuae 5. 00 
Total operating expense_____-_-_--_-_-_----- intsks tees 5, 135. 81 


Depreciation (operator) 


Farm equipment ($25,300 at 10 years) ............................. $2. 530. 00 
I alse dadenkepameeaanneielesa an 5, 135. 00 





Total operating expense and depreciation____.___-____-------~- 7, 665. 81 
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Gross and net income (operator) 


800 acres wheat, at 20 bushels per acre, 6,000 bushels; 14 rent, minus 

2,000 bushels; operator's share, 4,000 bushels, at $1.60 per bushel__ $6, 400. 00 
180 acres barley, at 30 bushels per acre, 5,400 bushels; 44 rent, minus 

1,800 bushels ; operator’s share, 3,600 bushels, at $0.80 per bushel... 2, 880. 00 


Gross income (operater) 2.200 ee 9, 280. 00 
Less operating expense and depreciation____....-.---__---____-____ 7, 665. 81 
ING’ GHOFRUNE TCOMG. .. -..4Saeictiscceenet secede 1, 614. 19 


Nore.—This is the amount the operator has for his management and labor, for 
his living for himself and family, to pay personal taxes, car expense, etc., and 
for interest on his investment of $25,300 in equipment. 


Gross and net income at present prices (landlord) 





Income: 
2,000 bushels wheat, at $1.60 per bushel_......-_--____________ $3, 200. 00 
1,800 bushels barley, at $0.80 per bushel_._..-._--_-.__________ 1, 440. 00 
Rental on buildings ($100 per month) ~-----__-___-__--_-______ 1, 200. 00 
PROVE) SOP CWR SUNN a ee OS ae ee TF 5, 840. 00 
Expenses : 
Tee Ol THUG, WEEE, THOUNS O06. oo eiceactnntocncecernan 1, 185, 84 
Insurance on buildings ($12,000 value) .--_--_-____--___-----__ 91. 20 
Depreciation, 80-year: DASIB. ..66sid ie ee a 600. 00 
Repairs to buildings (1% of 1 percent value) ~-.--------------~-- 90. 00 
REPO UCT se ci ci cate etree oa ta wieoannsiselnes Sovacharemtbosiaapeninaceate 1, 967. 04 
Net. income from. investmentscicc eo ekisiib anes seins ced 3, 872. 96 
Percentage of interest on investment... ein nnn nnnne= 2. 53 


SUMMARY 


At $1.60 per bushel for wheat and 80 cents per bushel for barley the owner- 
operator would have a net operating income of $5,568.35. His income should 
be $3,600 for wages and $10,698 interest on his investment, which would be 
$14,298. In other words, he would have an income deficit of $8,729.65. 

At $1.60 per bushel for wheat and 80 cents per bushel for barley, a renter- 
operator would have a net operating income of $1,614.19. His income should be 
$3,600 for wages and $1,518 interest on his investment, which would be a total 
of $5,118. In other words, he would have an income deficit of $3,503.81. 

At $1.60 per bushel for wheat and 80 cents per bushel for barley, the landlord 
would have a net income of $3,872.96. His income should be $9,180. In other 
words, he would have an income deficit of $5,307.04. 

Each individual farmer should figure his own farming operation on the basis 
that has been used in this computation. He should make the proper allowance 
for depreciation ; make an allowance for his wages (if he is the active operator) ; 
and make an allowance for interest on his investment, all before figuring his 
rofit. 

" It is a very common error of farmers to believe that they are profiting on their 
farm operation, when actually their income is from the depreciation on their 


equipment, the interest on their investment, and from their own labor and the 
labor of their family. 


The Cramrman. We will next hear from Mr. Robert W. Levering 
of Ohio. 


STATEMENT OF HON. ROBERT W. LEVERING, A REPRESENTATIVE 


IN CONGRESS FROM THE 17TH CONGRESSIONAL DISTRICT OF 
THE STATE OF OHIO 


Mr. Levertnea. I want to say I appreciate the opportunity of ap- 
pearing before you very briefly this morning. 
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I want to compliment the committee, generally, for giving some 
of the freshmen members an opportunity to make this appearance, 
I only regret that I had the notice only upon returning to my office 
just a few moments ago and learning about the opportunity so I re- 
gret to say that I have no prepared statement, and probably would 
have been much more orderly if I had had the opportunity to do that. 

The CHatrMan. That is perfectly all right. You may feel per- 
fectly free to revise your remarks and put your statement in the form 
you desire when you get the transcript. 

Mr. Levertna. I thank the chairman. 

I might say that I have the honor of representing the 17th Con- 
gressional District of Ohio. I might say, gentlemen, that in view 
of what testimony I have just overheard here recently, that the people 
from Ohio feel, perhaps, differently from the people of the great Far 
West and Middlewest. 

Very briefly I might say that our people generally feel that we 
must approach this farm program with a new formula. For one 
thing, we feel that the new program should contain further classi- 
fication with reference to wheat. And I want to come here this 
morning and to join with my distinguished colleague, Mr. Latta, from 
Ohio, and say that our Red Soft wheat in Ohio in our judgment and 
in our understanding is not in surplus. And we feel that each classi- 
fication of wheat should be given separate consideration in the farm 
program. 

Further, Mr. Latta and I, and other members of the Ohio delega- 
tion came from a very fine breakfast meeting with the spokesmen from 
the Ohio Farm Bureau Federation—a very fine meeting—in which 
each member of the Ohio delegation was introduced. And we heard 
some remarks from the members of that delegation so far as the farm 
area was concerned. I think we are all agreed. 

I take pride in being a member of the Farm Bureau Federation. 
While I don’t agree with all of their policies and views, they are 
making a very substantial contribution to the solution of the farm 
program and to other problems in the Nation. 

They are primarily concerned; and I am sure many of my col- 
leagues are concerned, about the enlargement of markets for farm 
surpluses, farm productions generally. And I want to make a state- 
ment along that line this morning briefly. 

I would like to see and I am sure many of my colleagues would like 
to see enlargement. or extension of Public Law 480. I think one of 
the most succinct statements relative to the accomplishments of Pub- 
lic Law 480 appeared in a letter to Senator Ellender from John J. 
Riggle, secretary of the National Counsel of Farm Cooperatives. 
This letter was published as a part of the hearings on the extension of 
Public Law 480 by the Senate Committee on Agriculture and 
Forestry, February 11, 1958. 

T realize that act is not perfect in all its forms. TI realize there is 
certain opposition from many of our friends in the world, including 
Australia and New Zealand and Canada to it. But I would like to 
= out some of what I think to be the accomplishments of this 
aw 
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For one thing, it has promoted economic development in under- 
developed countries, to increase payrolls and purchasing power diver- 
sification, and economic balance, 

Secondly, it has converted abundant agricultural resources into 
an American aspect and in international and economic and political 
realizations. 

It was my privilege to travel in the Far East and I have seen 
hunger running rampant there. And as has been said ably before, 
I believe that communism travels on empty stomachs. I think we 
ought to make available our great abundance in this country. I 
hesitate to refer to it as surplus because I think we have an un- 
fortunate bad system of distribution. I would like to see this great 
abundance of ours, particularly in food and fiber, shared with the 
underprivileged of the world. 

I know that money has a meaning but food has a universal meaning 
that is not associated with any other thing. A hungry child under- 
stands food. 

It is pretty distressing when we consider the fact that the life ex- 
pectancy of our aged friends is something in the neighborhood of 
20 or 30 years. I think we ought to make available these great bless- 
ings of ours to these people and to fill those bellies that are swollen 
from malnutrition. And perhaps, it would improve our great in- 
ternational relations. And it certainly would give the people of the 
world some hope. 

No. 3, it would conserve the dollar exchange both here and abroad 
for industrial purchases and other uses. It has accustomed the people 
of contracting countries to a higher standard of living, and if this con- 
tinues it will develop a permanent demand and hence contribute to 
market development. 

The fourth, it has promoted development in foreign currencies on 
a constructive basis. 

It has constructed stockpiles of strategic materials. 

It has contributed materially to relief activities so that private as- 
sociations and organizations devote voluntary efforts to decentralize 
distribution of foodstuffs. ° 

It has spurred private export of farm products. And it has a 
great tendency to level off and to reduce the accumulation of public 
and private surplus farm productions generally in the country. 

Along the line of Public Law 480 I would like to say, also, in the 2 
or 3 minutes I have left here that I join with many of my colleagues in 
the House, particularly Mr. Boggs and Mr. Udall, in feeling that we 
have been so preoccupied and so obsessed with the idea of the military 
aspects which obtain between economists in this country that we have 
neglected and we have overlooked the competition in economics in the 
world. And I feel as they have said that in the economic field we 
may find the ultimate solution to our world conflict in problems. 

And as Mr. Boggs and I think Mr. Udall have suggested, we ought 
to revise our tax laws and our legislation with reference to taxing 
earnings from private investments overseas. We ought to invite and 
encourage private enterprise to participate in our international securi- 
ty program to in some way get in aa to compete with our Russian 
competition for world markets. I am very much disturbed, for in- 
stance, in the rising trend of trade by the Russians in the world 
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markets, particularly, in fields of aluminum. That tendency is in- 
we And I think it is alarming and something we must cope 
with. 

And so realizing that we are not only fraught here with the prob- 
lem of internal development of our own domestic farm problems and 
the solution of those problems, but we are coming to grips with the 
next and related matter of survival in the world. 

I do appreciate the opportunity of having this time, Mr. Chairman, 
before the committee. 

The Cuatrman. Thank you very much. 

Mr. Levertne. I regret that I have to leave. 

Mr. Poace. Just one question. As to the details, what do you sug- 
gest that we do? This committee originated Public Law 480, and this 
committee has supported it consistently and we think that it has done 
a good job. But it is my impression that Public Law 480 can never 
do anything more than fill a very small niche in our big farm pro- 
gram. I cannot believe that any program that is based primarily 
upon anything other than a regular business deal can be looked upon 
as a basis of providing prosperity for the American farmer. Public 
Law 480 does not bring in the kind of money to the United States to 
pay the bills of these farmers. It does serve a useful purpose. I do 
not criticize it at all. I think it is well worth while. What do you 
suggest that we do that will pay the bills? 

Mr. Levertne. I agree with the statement to a very great extent, 
It does not bring in the dollars to the extent that we would like to see. 
And that is why I suggested other alternatives. 

Mr. Poace. What other alternatives? That is just what I want 
to get. What are the alternatives? 

Mr. Levertna. I think our Congress and our Government should 
liberalize the legislation with reference to taxing. 

Mr. Poage. With reference to what? 

Mr. Levertne. Earnings of private investors overseas, you under- 
stand. I think it is true that our Federal—our present investment 
policy tends to discourage private investment in overseas undertak- 
ings. I think we could liberalize that. I don’t have the material on 
that. 

Mr. Poacer. Foreign sales are a basis upon which we can hope to 
move a more adequate amount of farm products to bring prosperity 
to our farmers. Do you think we can rely on this alone? 

Mr. Levertne. I think that is, certainly, to some extent the answer. 
T do not think that it would be the one answer. It would be a step 
in the right direction. 

I might suggest that our Treasury Department, I think, has 
frowned upon Public Law 480 a little too much. I think we ought 
to be more aggressive. I think we have bowed to our Canadian 
friends, and certainly, we honor them and respect them and we need 
them. But I think we ought to be a little more aggressive in push- 
ing the program. 

Mr. Poace. I agree with that. That does not solve our problems. 
I am getting back to your suggestion that you were going to solve the 
needs of these people who are in want, to have the Government step 
in and solve it for them. But we have over a billion bushels of wheat 
on hand, and we have 4 billion bushels surplus of feed grains on hand. 
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we ~— to sell them at home or abroad. What suggestion do 
ou have 

r Mr. Levertna. I think under one of the titles of Public Law 480 
we can sell these grains to countries such as India on a loan basi 
repayment over a long period of years, at a low rate of interest. 
think that is one of the things. 

Mr. Poacr. The last 5 years we have averaged nearly half a bil- 
lion bushels of wheat surplus, haven’t we—that is about right. 

Mr. Leverrina. Yes. 

Mr. Poace. Do you anticipate that we can sell 500 million bushels 
of wheat under 480? 

Mr. Levertna. I am not sure about that, sir. That is true, but I 
am not suggesting that we ought to encourage the surpluses in the 
future. I think if we write a new formula we can discourage the con- 
tinuous piling up of these surpluses. 

Mr. Poacr. You say, “write a new formula” which would do that. 
Is that what I understood you to say? I cannot quite hear you. 

Mr. Levertnea. “Discouragement” is a bad word. I think what 
we want to do is to bring our production into line with consumption. 

Mr. Poage. All right. Do you propose to do that by lowering the 

rice? 
; Mr. Levertna. Not necessarily. 

Mr. Poace. Do you think we ought to lower the price? 

Mr. Leverrna. I have never felt that lowering the price would neces- 
sarily reduce surpluses because farmers, with our great technology 
and ability, will continue to grow more and more on less and less acres, 
I think, if I may say so, Congressman Burdick’s approach, attempting 
to control overproduction, is a good step, an enlightened and realistic 
approach, establishing a new allotment basis in the field with bushels 
substituted for acres, for instance. 

Mr. Poace. That is more control. I think you would get more effec- 
tive control by limiting the bushels rather than acres. Are your people 
in Ohio willing to accept that ? 

Mr. Levertna. My people in Ohio, I may say for the record, sir, are 
very much interested in elimination of controls as well &s subsidy 
payments. 

Mr. Poacr. We have accepted controls. We are producing less than 
one-third of the acreage of cotton that we want to produce. We ac- 
cepted controls. But your people won’t accept controls. 

Mr. Lrevertna. My people are very reluctant. 

Mr. Poaar. If you will not accept controls, and will not help us to 
reduce production to a point where the law of supply and demand will 
maintain the price, then what other alternative is there ? 

Mr. Levertna. Our people are interested in the expansion of mar- 
kets, as I said before. Not so much in a Government subsidized pay- 
ment, understand, for our outlet, but expansion of markets not only at 
home but through greater research, a greater opportunity to supply 
farm surplus to industry for the making of other products in our in- 
dustry and in the foreign export thing that I talked about. 

Mr. Poacr. You don’t expect any great expansion in the United 
States, do you ? 

Mr. Levertna. Yes; we have to have expansion in the United States. 

Mr. Poacr. Do you expect great expansion in, let us take wheat 
and feed grains. 
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Mr. Levertna. I do in the years to come with the population explo- 
sion. I don’t think there is any question in the years to come we will] 
not be fraught with greater surpluses and overabundance. 

Mr. Poagr. Do we actually use as much wheat per capita today as 
50 years ago ? 

Mr. Levertnea. I would not contradict the gentlemen on that. I am 
not familiar with the figures. 

Mr. Poacr. And since we have had this technological advance it is 
not true that we are rapidly increasing our surplus ? 

Mr. Leverrnea. I think you are correct. 

Mr. Poacre. Why do you assume that we are going to have a rapid 
increase in the consumption of these things in the domestic market? 

Mr. Levertnec. Because we will have more people. People eat wheat 
as well as other things. 

Mr. Poacer. That is true; but isn’t it also true that, at least for the 
last 50 years, our ability to produce each year has increased more 
— 

Mr. Levertnc. Absolutely. 

Mr. Poacge. than our current population ? 

Mr. Levertne. That is true. 

Mr. Poacr. And don’t we expect that to continue in the future ? 

Mr. Levertne. I would hope that we would be so fortunate that 
our production of these blessings will continue ahead of our power to 
consume. 

Mr. Poacr. We have no right to simply tell the public the easy 
answer is a natural increase in consumption. 

Mr. Levertnea. I am not saying that. 

Mr. Poacr. I think you are bound to recognize that you cannot 
repudiate, on the one hand, the desire for the Government to accept 
this responsibility and directly give assistance—you cannot repudiate 
that, unless at the same time you offer a solution to the farm problem. 

Mr. Levertne. I can only say that the people I represent indicate 
they do not wish for the Government to step in. 

Apparently, there is very little desire on their part for that. 

I would hope and I certainly applaud them for their courage and 
their independence and I am not absolutely certain 

Mr. Poacr. You evidently represent a people who have a broad 
view of the problems. 

Mr. Levertnc. Thank you. We have considerable corn in Ohio. 
And other grains such as oats and barley. 

The Cuarrman. You have to feed corn out there. 

Mr. Levertne. That is true. 

The Cuarrman. If you bought up all of the surplus corn in the 
whole country 

Mr. Levertna. Yes. 

The Cuarrman. You would have corn stored all over the country. 

Mr. Levertna. We have it running out of our ears. 

The Cuarrman. Thank you very much. 

Mr. Levertne. Thank you. 

The Cuarmman. We will next hear Mr. Hechler of West Virginia. 
We are very glad to have you with us. I understand that you have 
to go to another meeting. 
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STATEMENT OF HON. KEN HECHLER, A REPRESENTATIVE IN CON- 


GRESS FROM THE FOURTH CONGRESSIONAL DISTRICT OF THE 
STATE OF WEST VIRGINIA 


Mr. Hecnier. Mr. Chairman, it is a wonderful thing that you are 
doing here today, and I am going to keep my remarks brief so that in 
future sessions of Congress you will repeat this experiment. 

I represent the Fourth District of West Virginia, comprising 10 
counties along the Ohio River, including rn ye and Parkersburg 
and some good stretches of farming country. Mine is the only dis- 
trict in the State of West Virginia which grows any quantity of 
tobacco, and the small tobacco farmers of the State eke out a meager 
existence growing an average of less than 0.6 of an acre apiece. 

Per capita income of the farmers of West Virginia is the lowest in 
the entire Nation. 

This morning I came to address the committee not about tobacco, or 
farm income in general. I come to make an appeal concerning surplus 
commodities—the commodities which are today keeping body and soul 
together for some 300,000 people in West Virginia. About 15 percent 
of the total population of my State are living—subsisting is perhaps 
a better word—on surplus commodities. This is one of the highest 
percentages of any State in the Union. 

This morning I want to address my remarks specifically to a bill 
which I have introduced, which is before your committee—H.R. 3307, 
a bill to authorize the Secretary of Agriculture to acquire additional 
food commodities for distribution to needy persons, which I ask 
consent to have printed at this point in my testimony. 

(H.R. 3307 is as follows:) 


[H.R. 3307, 86th Cong., ist sess. }; 


A BILL To authorize the Secretary of Agriculture to acquire additional food commodities 
for distribution to needy persons 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That, in order to supplement the food com- 
modities which are distributed to needy families in family units pursuant to 
section 32 of the act of August 24, 1985 (7 U.S.C. 612c) or section 416(3) of the 
Agricultural Act of 1949 (7 U.S.C. 1431), or related provisions of law, the 
Secretary of Agriculture is authorized and directed during the remainder of 
fiscal year 1959 to use not to exceed $40,000,000 of the funds made available for 
the purposes of section 32 of the act of August 24, 1935, and during fiscal year 
1960 to use not to exceed $160,000,000 of such funds, to purchase and distribute 
additional food commodities to these persons. Such distribution shall be made 
under the same terms and conditions as in the case of commodities distributed 
mnder such sections 32 and 416(3). Purchases provided by this act shall be 
made with a view to the least possible disruption to commercial markets. 

Sec. 2. The Secretary is authorized to make such expenditures as are neces- 
sary to carry out this act without regard to any other provisions of law govern- 
ing the expenditure of public funds, and without regard to the provisions of said 
section 32 limiting the availability of funds for any one agricultural cemmodity 
er the products thereof or relating to any division between storable and perish- 
able commodities. 


Mr. Hecuer. This bill would authorize the Secretary of Agri- 
culture to use up to $40 million during the remainder of fiscal year 
1959, and $160 million during fiscal year 1960 to purchase commodities 
on the open market and distribute them to needy families to supple- 
ment those surplus commodities which needy families are now recelv- 
ing. 
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_ brought this morning a demonstration of what a family of three 
in West Virginia has for a month in the way of surplus commodities 
These, of course, when they are distributed are not labeled commer- 
cially. In order not to interfere with the usual process of distribu- 
tion, I have purchased these commodities commercially outside of the 
regular surplus channels of the Department of Agriculture, 

Mr. Chairman, why should people need additional surplus com- 
modities, people ask me? Here are some of the reasons. In West 
Virginia, these commodities constitute in many cases all that a family 
has to eat for a month. And here is what the family of three has for 
a month: 10 pounds flour, 5 pounds cornmeal, 4144 pounds powdered 
milk, 2 pounds butter, and 2 pounds rice. Now if only one person 
had all this food for himself, here is what he would get on an average 
for 1 whole day’s rations: 514 ounces of flour, 1 ounce of butter, 2% 
— of yellow meal, 1 ounce of rice, and 214 ounces of powdered 
milk. 
gue v HAIRMAN. Is that the way they package the cornmeal in your 

istrict ¢ 

Mr. Hecuter. As I explained, I have purchased these commodities 
commercially in order not to interfere with the regular Department 
of Agriculture distribution. This is not the way that they are put up. 
They are not put up this way commercially when the Department 
distributes them, but I have merely purchased these for demonstra- 
tion purposes. 

What does it do to people to live on a diet like this? I have scores 
and scores of letters from people in West Virginia who are trying to 
live on the surplus commodities they get. These are not shirkers. 
These are not goldbrickers. These are people who can work, who 
want to work, but can’t get work. 

Listen to what some of these people say. Here is a letter written 
on February 11, 1959: 


I am a young girl of 20 and I am writing on behalf of my parents and family. 
My father is a former coal miner, and like all the rest has been unemployed 
for quite awhile. I have a brother of 10 who goes to school. We are not as bad 
off now, at least not at the present, but worry is the big burden and hope is 
something almost forgotten. We have been let down so many times. I have 
tried to find work in every place I have had a chance to. I’m trained to be a 
medical technician. We have lived on the same thing for so long we seem to 
get weaker as the days go by. Rice and cornmeal with a little butter is some 
thing you can soon grow tired of, but because you are hungry you try to eat. 
If we could only have some meat or eggs even once a week it would help and 
give us the strength to hope for a better day. 


Here is another letter from a man who wrote me on February 18, 
1959: 

There are six in my family. I haven’t worked for 22 months. I have been 
everywhere, but it seems like there just are no jobs to be found. People holler 


about the taxes. I tell you if I had a job I could pay them. I wouldn’t worry 
about taxes. I’d be thankful I could pay them. 


And another letter from a lady who wrote February 18: 


I am president of our PTA here and I know there are just plenty of people 
like my husband who have been out of work more than a year. We are in debt 
head over heels, and still see no way out of the situation. We are fortunate in 
one way. I did a lot of canning from my garden last summer and we have 
some of it yet. People need shortening or lard for seasoning, also potatoes and 
beans, canned meat and fruits. They also need white meal. That yellow meal 
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won’t bake done and most of it stinks until you almost have to hold your nose 
while eating it. Something should be done. It’s not our fault we are in this 
situation and that includes most of the people who are out of work. My hus- 
band has been everywhere he can hear of work but it’s always the same come- 
back and you know you can just walk so far. And we lost our car last June. 


So I’m hoping something can be done. 

I have many more letters, Mr. Chairman, which I will make avail- 
able on a confidential basis, because I do not wish to embarrass any 
of these good people in their home communities by publishing their 
names and addresses. 

Mr. Chairman, in the past few months, at the end of the winter, I 
have traveled back and forth across the counties of southwestern West 
Virginia and I say that many of my people. are close to starvation. 
There is despair. There is desolation. Children huddle together at 
home because they do not have clothing and shoes to walk to school. 
In Ranger, W. Va., the school Frm told me the other day he 
bought hot lunches for some of his schoolchildren out of his own 
pocket because otherwise they would have gone hungry and he had 
pity on them. 

Crime is on the upswing. There are cases where husbands will get 
committed to jail so their wives and families can draw relief, and the 
husband can get fed. What have we come to in this country when 
it is necessary to go to jail to get a good meal, or to take care of your 
family ? 

The President talks of the dire need for $3.9 billions in foreign aid, 
and asks us to appropriate every cent of it to help foreign nations. 
Yet I have a paltry little bill in here to authorize one twenty-fifth of 
that amount to help feed our starving people here at home. And 
they won’t have anything to do with it. At the end of the 18th cen- 
tury there was a phrase “Millions for defense, but not one cent for 
tribute.” Perhaps this should be revised to read, “Billions for foreign 
aid, but not one cent for tribulation.” 

Did I hear someone ask me how I am going to vote on mutual 
security ? 

The Cuatrman, I did not ask you but you may put it in the record 
if you would like. . 

Mr. Hecuver. I believe in mutual security but I am going to cut 
that $3.9 billion. Thank you for the opportunity. 

The Cuarrman. Thank you. 

Mr. Hecnier. This is not a political statement, but, Mr. Chairman, 
we are having difficulty impressing the Department of Agriculture 
that indeed there is a problem here. Not long ago, Secretary Benson 
when asked in a press conference about surplus commodities answered 
with some sarcasm that of course they could serve shrimp cocktails 
to the needy, too, if some people had their way. It seems to me that 
there ae was a person named Marie Antoinette who said: “Let ’em 
eat cake.’ 

On February 20, 1959, I wrote a letter to Secretary of Agriculture 
Benson, urging that by administrative action he make available addi- 
tional foods to needy people in West Virginia. I asked whetlrer it 
would be possible to replace cheese, which had been taken off the list 
on December 31, 1958. I asked if soybeans and cottonseed oil could 
be ipreecees into shortening. Several weeks passed after my letter, 
and in due course a letter came in dated March 6, 1959, not from 
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Secretary Benson, but from Assistant Secretary Clarence L. Miller. 

(The letter is as follows :) 

DEPARTMENT OF AGRICULTURE, 
Washington, D. C., March 6, 1959, 
Hon. KEN HECHIER, 
House of Representatives. 

DEAR CONGRESSMAN HECHLER: This is in reply to your letter of February 20, 
urging that steps be taken to make additional foods available to needy persons 
in West Virginia. 

We assure you that the Department is sympathetic to the needs of families 
in distress. However, as you have indicated, the operation of welfare pro- 
grams is not an appropriate function of the Department of Agriculture. Basie 
responsibility for such programs rests with State and local authorities. Inas. 
much as surplus acquisitions under provision of current legislation are gov. 
erned by agricultural market conditions, the variety of available surplus foods 
for donation purposes may change materially from time to time. The surplug 
foods currently in Federal inventory and available for donation, on a nation- 
wide basis to needy families are butter, nonfat dry milk, rice, flour, and corn 
meal. 

The availability of cheese for donation to needy persons was suspended as of 
last December 31, due to the fact that inventories are practically exhausted. 
Only the nonprofit school-lunch programs are now receiving donations of this 
commodity. We are unable to forecast the measure of future accumulations of 
cheese under price support operations, or the probable time that donations for 
needy persons may be resumed. Dried bean inventories have been exhausted 
for some time. 

The Department has considered the possibility of processing soybeans and 
cottonseed oil into shortening but administratively has determined that such 
action would not constitute a judicious use of funds and, accordingly, would 
not be in the best interest of the Government. These commodities are not in 
danger of spoilage or deterioration. Therefore, it is the policy of the Depart- 
ment to attempt to sell Commodity Credit Corporation-held commodities to the 
extent possible at home and abroad in order to keep losses from price support 
and stabilization operations to a minimum. 

You know, of course, that the Department has no authority to purchase food 
commodities specifically for donation to States and communities to assist them 
in operating welfare programs for needy people. We assure you that the De- 
partment will continue to donate available surplus foods for assistance of the 
needy to the fullest extent feasible under current legislation. 

Thank you for your letter and your interest in the program. 

Sincerely yours, 
CLARENCE L. MIluer, 
Assistant Secretary. 


Mr. Hecuter. The letter is a fine example of bureaucratese and 
Benson-do-gook. It starts out with the statement: 


We assure you that the Department is sympathetic to the needs of families 
in distress. 


It does go on to say that: 

Inasmuch as surplus acquisitions under provisions of current legislation are 
governed by agricultural market conditions, the variety of available surplus 
foods for donation purposes may change materially from time to time * * *, 
The Department has considered the possibility of processing soybeans and cotton- 
seed oil into shortening but administratively has determined that such action 
would not constitute a judicious use of funds and, accordingly, would not be 
in the best interest of the Government. These commodities are not in danger of 
spoilage or deterioration. 


Mr. Chairman, we need action in West Virginia. What good will 
it do if we build a death-dealing missile when our people are suffer- 
ing from starvation? What good is it to spend money to help win 
over the uncommitted peoples of the world when our own economy 
and people are suffering? Here in America, we are the showcase 
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of democracy. We must make democracy work here at home before 
we can convince other nations that democracy is superior to the false 
claims of Red communism. 

Not long ago, the Charleston Gazette carried a front-page story 
concerning the Laird Memorial Hospital in Montgomery, W.Va. 
The report states: 


On December 8 a man was brought to the hospital in a state of absolute 
collapse. He was hardly more than a skeleton covered with skin. The emacia- 
tion was absolutely shocking. The diagnosis was starvation. He was almost 
completely dehydrated. After 24 hours hospitalization, he was still weak and 
almost helpless, even though intravenous feedings were being administered. A 
few days after admission he died. The cause of death was recorded as 
starvation. 


I say this is not an isolated case, Mr. Chairman. 

Mr. Chairman, how much longer must we stand idly by while these 
shocking developments occur in our great and prosperous country ? 
Can we afford to overlook the fact that these conditions exist? Are 
we going to act to remove these conditions, or are we going to stick 
our heads in the sand like ostriches? 

Many years ago, Franklin D. Roosevelt said that the emblem of 
America was not the ostrich but was the high-flying eagle. Let us 
keep that eagle flying. I appeal to you, Mr. C hairman and members 
of this committee, to ; give serious consideration to H.R. 3307, to help 
my people of West Virginia, to help the whole Nation, and to show 
the world that democracy has a heart, a will and a way. 

(The appendix is as follows: ) 


SomE Facts Anout SurPLUS COMMODITIES AND WEST VIRGINIA’s Economy 


As of February 28, 1959, 294,866 persons were drawing Department of Agri- 
culture commodities in West Virginia. 

This is 15 percent of West Virginia’s total population (2,005,000 in 1950), and 
is the highest percentage in the Nation. Thousands of others are eligible, but 
have not started to draw commodities as yet. 

Most of these commodities are being distributed in the once-rich coalfields. 
Coal mine employment has declined from 125,700 in 1948 to 49,000 in 1958. 

In some coalfield counties, the present depression is worse than the crash of 
1929. ~ 

Commodities are going to 26 percent of the population of Fayette County ; 26 
percent in Clay; 22 percent in Lincoln; 32 percent in McDowell, largest coal- 
producing county in the Nation; and a whopping 41 percent in Mingo. 

At present, these are the only commodities being drawn by needy people in 
West Virginia: 10 pounds flour, 5 pounds yellow meal, 4 pounds dried milk, 2 
pounds rice, and 2 pounds butter. This is the monthly allowance for a family 
of four. 

Assuming these commodities were consumed by only one person, a full day’s 
ration still would amount to only: 5% ounces flour; 274 ounces yellow meal; 2 
ounces milk; 1 ounce butter; and 1 ounce rice. 

This, of course, doesn’t begin to provide an adequate diet. 

Such items as pork and gravy, shortening and cheese no longer are available 
for surplus distribution, adding to the hardship of those receiving commodities. 

At the end of January, 67,928 active applications for employment were on file 
in West Virginia—47,432 had exhausted regular State unemployment benefits, 
19.468 had exhausted benefits under the temporary program. 

Many of these people are now receiving no income of any sort, except for sur- 
plus commodities. It is obvious that they are not getting enough to eat. 

Five counties in West Virginia have needy people who have applied to receive 
commodities. Because of a shortage of warehouse space and distribution funds, 
they have not been able to participate in the program as yet. 
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At present, all persons receiving Department of Public Assistance funds are 
eligible for commodities. In addition, eligibility for these commodities for other 
persons is figured in this way: Commodities may be drawn by a single person 
with less than $50 a month income; by a married couple with less than $85; by 
a married couple with one child with less than $95; and by larger families with 
less than $130. Since unemployment compensation payments amount to only 
$128 a month in West Virginia, wage earners with two or more children 
may receive commodities. In addition, some persons drawing old age and sgur- 
vivors benefits may receive commodities. 


The Cuarrman. May I interrupt you? 

Mr. Hecuter. I am at the conclusion of my statement. 

The Cuatrman. I would like to ask you this then and to make a few 
observations. I have not had an opportunity to read your bill, but I 
do know that this committee has granted to the Secretary of Agricul- 
ture every conceivable authority he has ever asked for regarding sur- 
plus disposal. 

Action was taken on a bill sponsored by Mr. Jennings, of Virginia 
and by Mr. Bailey, of West Virginia, hick gave that to the Secretary, 
authority to process wheat and corn into meal and flour. When we 
made available to the Secretary, under section 32, money for the pur- 
pose of disposing of such commodities. 

And there was a limitation only on the accumulation of the funds 
so as not to exceed $300 million. 

That fund now stands at exactly $300 million. 

This committee further authorized the Secretary to supplement 
that fund—we authorized supplemental appropriations of $500 mil- 
lion, added to the $300 million. 

Now the Secretary has at his disposal the 300 million to do the job. 
All he has to do is to come before the Appropriations Committee, and 
ask for additionally the $500 million which was made available. 

I am just wondering what good it would do to pass other legisla- 
tion in that regard when we know that he has now the authority I 
have just mentioned. 

Mr. Hecuter. Let me ask you this, Mr. Chairman, I gather the ad- 
ministrative action which the Secretary of Agriculture now can take 
applies only to those commodities which are in surplus. 

The Cuairman. In addition to what I have just said, under section 
416 of the Agricultural Act of 1949, he is authorized to make addi- 
tional donations. 

Mr. McIntire. He cannot. 

The CHarrman. He can buy. We are talking about section 32 
which relates to perishable nonbasic agricultural commodities. I 
will read the section: 

Encourage the exportation of agricultural commodities and products thereof 
by the payment of benefits in connection with the exportation thereof or of 
indemnities for losses encouraged in connection with such exportation or by 
payments to producers in connection with the products of that part of any 
agricultural commodity required by domestic consumption; encourage the do- 
mestic consumption of such commodities or products by diverting them or by 
the payment of benefits or indemnities or by other means, from the normal 
channels of trade and commerce or by increasing their utilization through bene- 
fits, indemnities, donations, or by other means, among persons in low income 
groups as determined by the Secretary of Agriculture. 

I understand that. he can give away shrimp and pound cake if he 
wants to. He has not indicated that he will, but he has authority 
here to deal with all surplus commodities. 
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Mr. JENNINGS. Will you yield there? 

The Cuarrman. I will yield to Mr. McIntire. 

Mr. McInrire. Perhaps we ought to look further in that law as 
to the criteria laid down upon which the section 32 funds would be 
made applicable. 

The CuarrMan. It reads: 


Reestablish farmers purchasing power by making payments in connection with 
the normal production of any agricultural commodity for domestic consumption. 


He can use the money for that purpose. 

Mr. JENNINGS. You wrote to the Secretary that fall about some 
poultry products then in surplus. What yas the answer that you 
received at that.time? Did he ever answer your letter ? 

The CuarrMan. I am sure he answered my letter. 

Mr. Poace. He has the authority. 

Mr. Jenninos. That help was very much needed at the time. 

The CuHarrmMan. Let me go back to your statement. This is a 
dramatic exhibit you have here. As I understand it, you said under 
the present program of the Department an individual will receive as 
his supply of food for 1 month that amount in the exhibit. 

Mr. Hecuter. That is correct. 

The Cuamman. That is all they can get from the Department. 

Mr. Hecuter. That is correct. 

The Cuarrman. When we have a billion bushels of wheat 

Mr. Poacr. And 4 billion of corn. 

The Cuamman. And the like. That is all he is giving your con- 
stituents in distress. 

Mr. Hecuter. I might say what these people are asking for is not 
shrimp. They want some shortening; they want some dried beans and 
a little more variety of simple, cheap commodities. 

The Cuamman. You are speaking for the people who are found to 
be eligible under the exist cain. 

Mr. Hecuter. That is correct. 

The Cuatrrman. They are low-income people, without income, 

Mr. Hecurer. That is correct. 

Mr. Poace. Will you yield there? 

What keeps the Department from giving larger amounts of each 
particular commodity, if anything? 

Mr. Hecuter. This is a question I would certainly like to pose to 
the committee. I don’t speak for the Department as a witness. 

Mr. Poace. Obviously, the amount, to say nothing of the variety —— 

Mr. Hecuter. Of the variety. 

Mr. Poace. The amount of the food isn’t enough to begin to supply 
a family of four for 1 week, much less a month. Under the present 
law what precludes the Government from providing more cornmeal 
and more flour, more butter ¢ 

Mr. Hecuter. I wish I knew the answer to that. 

Mr. Poace. Do you know of anything? 

Mr. Hxecuter. No; I don’t believe there is anything that would pre- 
clude the Department. 

The Cuatrman. Mr. McIntire. 

Mr. McInvire. Has the administrator of the distribution of these 
commodities in West Virginia refused to increase the amount al- 


located to each recipient ? 
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Mr. Hecuier. No; the administrator has not refused. This is a 

matter of proper State administrative machinery for the distribution 
of these commodities. - 

Mr. McInrme. Is it or is it not a fact that the amount of these 
commodities that are sent out to be distributed to each family on the 
basis of the number in the family is a determination made at the 
State level ? 

Mr. Hecuter. That iscorrect. This isnot—— 

Mr. McIntire. Has the State ever been refused the privilege of 
increasing the amounts to persons or individuals ? 

Mr. Hecnter. I, certainly don’t want to be unfair to the Depart- 
ment of Agriculture 

Mr. McInvire. In other words, if the State requested double the 
amount of rice to the extent to which it was available in the Com- 
modity Credit inventory, is there anything that indicates that the 
Department would refuse to recognize that request ? 

Mr. Hecuter. No; I would like to clarify my answer to this, how- 
ever, by citing the problem in the State. In a State which is sorely 
beset with low revenues it does not have the machinery to distribute 
these commodities. And one solution, Mr. Chairman, to the problem 
might possibly be the granting of certain administrative funds for the 
distribution of these commodities. 

Mr. Poacr. Right there, that is what we are talking about. It ecan- 
not be lack of State funds for the distribution that limits the amount. 
The State may be responsible and I think you put your finger on 
something serious, but the State can distribute a 10-pound pac kage of 
flour for approximately the same price that it can distribute 5 pounds. 

Mr. Hecuuer. I disagree with you, sir. 

Mr. Jenntnes. Will you yield? 

Mr. Poacr. Just one more question. Why? It is not the cost of 
distribution that keeps the State from giving 3 pounds of rice instead 
of a pound and a half. The cost of distribution is practically the 
same. 

Mr. Hecuier. Mr. Poage, storage costs, transportation costs, addi- 
tional trucks, additional people to check, all of these things enter into 
the distribution cost. 

Mr. Poacr. Clearly the biggest cost in distribution is keeping the 
records. And when you are distributing 10 different small packages, 
it will cost little more to distribute 2 larger packages. There is very 
little additional cost in adding to the weight of those packages. It 
is so infinitestimal an increase that the increased cost is very, very 
little. You don’t put that butter out as you have it there—you dish it 
out of a big barrel, don’t you ? 

Mr. Hecuter. I would like to point out that 

Mr. Poace. You dish this butter out of a big container, do you not? 

Mr. Hrcuter. I yield to my colleague, Mr. Jennings, who wishes 
to answer your question. 

Mr. Poacr. Let us find out the facts. 

The CrramrMan. Let Mr. Feanais speak, 

Mr. Jennines. The answer is “No”—it is not taken out of large con- 
tainers. It is dealt out in packages. 

Mr. Poacr. Why do they not put it in a 2-pound package instead 
of a 1-pound ? 
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Mr. Jenninos. It is in two and sometimes four. 

Mr. Poacr. Four instead of two. The cost of distribution cannot 
be much more for distributing 5 pounds. 

Mr. Jenninos. I agree with you. Here is how this program works. 
First of all, the Governor of the State must request from the Secre- 
tary of Agriculture certain surplus commodities. That is the first 
requirement. , 

After those commodities are requested, the Secretary of Agricul- 
ture then may ship in carload lots to any central] location the request 
that he received, providing he has the commodities in surplus. It is 
my understanding that this is where the program breaks down. 

‘After the Secretary of Agriculture ships these commodities in car- 
load lots, these communities and States in the distressed areas encoun- 
ter difficulty in breaking them down from the carload lots. They 
have difficulty in finding storage for the butter that will melt, and for 
the other commodities that require refrigeration. They have difli- 
culty in storing from one period to the next period because it may be 
2 to 6 weeks before the next shipment comes in. That is where the 
program has broken down. 

Mr. Horven. That is a State and local responsibility and not the 
responsibility of the Federal Government. 

Mr. JenntNas. In all fairness, I would have to say in many cases 
it is a matter of State and local responsibility in having the necessary 
resources, the will and desire to administer the program after the Sec- 
retary of Agriculture ships the commodities in carload lots to the 
central location. 

I want to say, also, that this is not brokn down as Mr. Hechler has 
pointed out in his remarks—it is not broken down into 1-pound pack- 
ages or 4-pound packages. It is broken down usually in 10-, 50-, and 
100-pound packages, labeled on the outside, “Not to be sold,” dis- 
tributed under the authority of the act by the Agriculture Depart- 
ment. And it isn’t inconceivable that a family might receive 25 or 50 
or 100 pounds. These amounts are to last them over a period of a 
month, or from 2 to 6 weeks. “ 

Mr. Poacr. According to this they are only getting about 20. 

Mr. Jenninos. That part is true. I cannot answer the question as 
to whether the gentleman in his State has not received it. 

I do know this. I do know that everything that they have re- 
quested has not been shipped. 

The Cuamrman. Why? 

Mr. Jenninos. Perhaps it is due to the fact that they are not in 
surplus exactly at the time they are requested. When this program 
started out we had dried beans, we had cheese, we had dried fruits 
such as prunes and figs. At one time I think they distributed some 
potatoes; isn’t that right? 

Mr. Hecuter. Yes. 

Mr. Jennines. And canned pork and gravy, canned beef and so 
forth. But it is well down to these products that he now has here. 

I know that Lester would be interested in knowing that cheese has 
been taken off the list. But the fact still remains that to my knowl- 
edge no section 32 funds are being used at this time for the purchas- 
ing of perishables or commodities that are in surplus other than these 
dried foods that he has demonstrated here. 
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The Cuairman. As Mr. McIntire said, this bears no reflection on 
the Secretary of Agriculture. 

Mr. JENNING‘s. Well now 

The Cuamman. It bears no reflection. 

Mrs. May. Following your statement, may I ask this question? 
How many people in this last year in West Virginia were recipients 
of surplus commodities from the Department of Agriculture ? 

Mr. Hecuter. As of February 28, 1959, 294,866 persons were draw- 
ing Department of Agriculture commodities in West Virginia. 

{rs. May. According to my record out of the 48 States that puts 
you about seventh in amount of commodities being donated to your 
State. 

Mr. Hecurer. But you must measure this in percentage, and West 
Virginia’s percentage is approximately 15 percent. 

Mrs. May. That is correct. For the record may I point out that 
there have been certain statements made from which certain analysis 
can be drawn. I think it is only fair therefore to include in the 
record that in 1958 we reached the highest quota of donated surplus 
commodities in the history of this country of Government-owned 
food stocks. The overall cost, I believe, was $460 million. I think 
we should put that in the record. 


(The data referred to above is as follows :) 





THE REcoRD OF ACHIEVEMENT FOR THE “DIRECT DISTRIBUTION PROGRAM” FOR 
SurPLus oops 


U.S. DEPARTMENT OF AGRICULTURE, 
Washington, February 1959. 

Great quantities of surplus foods are being provided by the U.S. Department 
of Agriculture, continually and without charge to people who can put these foods 
to good use. 

Distribution of USDA-donated surplus foods to needy people and to school 
lunches in this country was increased to a total of 558,400,000 pounds in the 
last half of 1958—ttwo-thirds more than the quantity donated during the same 
period a year earlier. 

The tremendous total of 10,919,245,000 pounds of surplus foods has been 
moved into use during the last 614 years through the operation of the direct 
distribution program. 

Over the years, the Department has administered the direct distribution pro- 
gram to achieve these objectives : 

To move the greatest possible quantity of surplus food into constructive 
outlets; 

To help States and local communities supplement their own welfare 
assistance programs by offering them surplus foods for donation to needy 
people who can readily use extra supplies of food. 


MORE FOOD HAS BEEN DISTRIBUTED 


The increasing emphasis on the constructive use of all available surplus foods 
in recent years is shown in this chronological record of the quantities and the 
costs of surplus foods distributed in this country through the direct distribution 
program : 

Surplus foods distributed in the United States 








Fiscal year Quantity | Cost Fiscal year Quantity Cost 
sa a et pare aoe ache anata meinen 

Pound | Pound | 
1953.........._.....| 161,100,000 | $68, 700,000 || 1958 871, 600,000 | $185, 400, 000 
6S 8S. ae 417, 800, 000 155, 200,000 || First half 1959___-- 558, 400, 000 113, 700, 000 
SD aches rie cthas nal 492, 500, 000 167, 700, 000 ses - aia ikea 
DE acc cdcn ait awa 789, 100, 000 234, 600, 000 || eels | 4,352, 400,000 | 1, 161, 700, 000 
1957___...-.....-_--| 1, 061,900,000 | 236, 400, 000 | | | 


ce 
a 


eum one 2 fete 
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MORE PEOPLE HAVE BENEFITED 


The Department has offered surplus foods to all States and Territories, and 
the number of people benefiting from these donations has steadily increased: 


























Children in Needy Needy 
Fiscal year | school persons in | persons in Total 
lunches institutions family 
units 
— es we anand a 
1053_..- anal erence pin nn is tn ne a 9, 300, 000 1, 300, 000 100, 000 10, 700, 000 
1954. ...-------------------------------- wo-n-nn- 9, 400, 000 1, 400, 000 1, 100, 000 11, 900, 000 
1955.....-. TTT 10, 200, 000 1, 300, 000 3, 290, 000 14, 790, 000 
MNS Sara cp tee gina oe 10, 900, 000 1, 400, 000 3, 170, 000 15, 470, 000 
- a . Big ctedie eas eee te : 11, 900, 000 1; 400, 000 3, 485, 000 16, 785, 000 
1958 | 13, 600, 000 1, 400, 000 4, 665, 000 19, 665, 000 
| 


ist half 1959. - 


14, 100, 000 1, 400, 000 5, 230, 000 20, 730, 000 


THE STATE-BY-STATE RECORD OF RECIPIENTS 


The number of persons receiving surplus foods in the “needy persons” cate- 
gory has been increased to the largest total since 1942. Here is the State-by- 
State record of numbers of persons for the latest month reported, December 


1958 : 


RNIN sooth cstuccgian a tblagioatenede cai diabioee 131, 571 PEE DOLCE are cciae tie ee 20, 003 
Rs oi ak aca giecmeiiseniins 34, 851 | New Mexico................ 40), 020 
PR 6 = inst insien gaairaettin ecgepiniinse Sa re Oe ie tds 348, 871 
a. acc catenin 35, 397 | North Carolina__....__----. 607 
NN 8 og 95, 429 | North Dakota______________ 11, 220 
CRETE sinc ciicdnicinio Aj AO CO si s.caS caida enlace 63, 990 
District of Columbia_...._- FT , Ee te istisenincncnaieain 246, 960 
COM ae epi bak Bs 42,135] Pennsylvania.__—..—........ 829, 550 
I a sc silences Keddie 81, C64) Puerta Ric0 ike cnc cecccnmsece 596, O76 
DNR Bd a 100, 482 | Rhode Island_____________-. 11, 951 
a a cessation sn 92, 468 | South Carolina_______---_~_- 1, 377 
iaiintctatnaciteicniaimaiiicaiant 11, 148 | South Dakota.............. 31, 019 
NNT icc we cece ns iat ee eer 154, 551 
SOO sini ccnticbnduean 1B, 118 Pikes dicentlancenne 127, 698 
SS ee ee ae ee eee a PG, ee en sheds 21, 372 
a oe a SO Ba WI aatictiiactcicteien steals tena 12, 688 
Massachusetts____._.____ = SB OT VG sictdinninicnccenenee 33, 916 
BIN cians cctcnl ta nha RCs SBS, BES | WAM GOO R inci inen 9, 218 
IN sits ins:to marta aekaiieiieamne is 44. 052 | West Virginia............- = 278,223 
I no 208. Ad4:) PR ieCOm ea <a ke 53, 658 
a iis ies iahdeecebk BF. OGG) Ve SUNN otis ect citcnbinctidin 8, 477 
I rs 8, 386 | Trust Territory........_._-. 5, 835 
POON os oe rer 2 2, 110 —_—_ 
Mai i as a 1, 449 TE i ccinittbinnintibicnaitian 5, 230, 044 


8, 495 


MORE SURPLUS FOODS ALSO DONATED ABROAD 


Since obtaining enabling legislation, the Department, has also actively worked 
to move large quantities of surplus foods, through donations, to needy persons 
in foreign countries. These donations, through U.S. voluntary agencies in 
which church organizations play an important part, are made only after all 
requests of eligible recipients in this country have been met. The record of 
these surplus food donations follows: 
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Surplus foods distributed in foreign countries 








Fiscal year Quantity Cost Fiscal year Quantity Cost 
(pounds) (pounds) 

| ean aca 
is eagles 24, 132, 000 $4, 260, 000 || 1958 _...--} 1,973, 000, 000 272, 500, 000 
ee ee 183, 938,000 | 69,616,000 || Ist half 1959. __.._..| 904, 500, 000 | 109, 600, 000 
wees. pe aoe 531,985,000 | 197, 195, 000 Eee ie See 
1956. _.....-.-.-.-..]| 1, 220,490,000 | 302, 488,000 ORR te 6, 566, 845, 000 | 1, "209, 378, 000 
eae | 1,728, 800, 000 253, 719, 000 


TOTAL DISTRIBUTION—DOMESTIC AND FOREIGN 


The record of the quantity and cost of the surplus foods moved to recipients 
in this country and abroad through the direct distribution program is as follows: 


Total surplus foods distributed—Domestic and foreign 


Fiscal year | Quantity Cost Fiscal year | Quantity Cost 


Dé nctsrancuaccca 2, 790, 700, 000 490, 119, 000 re 


(pounds) | | (pounds) 
aa beeeees | 185, 232, 000 $72, 960, 000 1058.... da 2, 844, 600, 000 $457, 900, 000 
ie te ERT 601, 738, 000 | 224, 816, 000 Ist half of 195 9. 1, 462, 900, 000 223, 300, 000 
ee 1, 024, 485, 000 364, 895, 000 | _ 
a 2, 009, 590, 000 537, 088, 000 i] Total.....- -| 10, 919, 245, 000 2, 371, 078, 000 
I 





OPERATION OF THE PROGRAM—A PROVEN SYSTEM 


The high rate of efficiency in the current operation of the direct distribution 
program reflects the experie nce of 24 years in this field, since such activities 
were first authorized in 1935. Surplus foods acquired by the Department are 
shipped free of charge on sauiint: to distributing agencies in the States. Then 
the State agencies—in the ways they have found best suited to the situation 
in each individual State—distribute the foods to local communities for distribu- 
tion to eligible recipients. 

This method of operation gets the job done and at a minimum of extra cost. 
States and communities hold expenses to the minimum by using State or city food 
handling and transportation facilities and, in some areas, volunteer labor is 
available to further reduce out-of-pocket costs. 


EXISTING “PIPELINE” OF FOODS ALSO AIDS DISASTER VICTIMS 


This system of direct distribution also establishes a “pipeline” of surplus 
foods, as they flow regularly to recipients through the Federal-State-local chan- 
nel. This pipeline has proved of great value as a supplier for emergenty feed- 
ing operations that have been set up in the wake of natural disasters. During 
the fiscal year 1958, for example, foods were made quickly available in 15 areas 
to aid the victims of floods, heavy snows, tornadoes, storms, fires, and a hurricane. 
A total of 1,400,000 pounds of USDA foods, which cost the Government $194,000, 
was distributed to 70,000 people. 


COOPERATIVE ORGANIZATION MAKES THE PROGRAM WORK 


Over the years, the cooperative groups operating the direct distribution pro- 
gram for needy people have grown into a resourceful organization, well trained, 
and widely experienced in achieving results. Nationally, the program is ad- 
ministered in the USDA by the Food Distribution Division of the Agricultural 
Marketing Service. In the States, it is operated by a State-designated agency— 
of the public welfare department. Then, in the counties and in separate 
cities and towns) it is handled by a local agency, again often the public welfare 
agency. 

The results accomplished through the direct distribution of surplus foods in 
recent years—and the high level at which this distribution is being carried on 
currently—reflect the efficiency of the system now in use. 
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DIRECT DISTRIBUTION ALSO AIDS MARKETING 


Operation of the direct distribution program specifically moves the foods that 
are in surplus. Because of its direct approach, it helps move into use exactly 
those foods for which expanded outlets are needed. By concentrating on the 
surpluses, the program has helped substantially to reduce the inventories of 
various foods owned by the Commodity Credit Corporation. In several cases, 
inventories have been completely used up. The program also utilizes those 
foods purchased under surplus removal programs. The record of CCC inventory 
reductions and surplus removal disposals of some typical foods follows: 


| Current inventory 
1953-1st half, fiscal year 1959 








Commodity | Quantity distributed fiscal years 
| 


CCC—PRICE SUPPORT 


NY DOMNB ccsa dew eghpinssesenwe 381.200,000 pounds.............-...] Nome. 
Soccer ae ahews benceudls debi | 950,700,000 pounds......-...-.-.---| 17,286,000 pounds. 
oe .-| 1,133,100,000 pounds. | 4,954,000 pounds. 
Nonfat dry milk-- 7 2,594,900,000 pounds..........._.__| 46,124,000 pounds. 
NG oe aoa . _ --| 683,400,000 pounds..._.....--------| 596,400,000 pounds. 
Wheat...-...- 5 i Rimadeedasehs hitkiien areas 6,080,000 bushels_.......--. =| ee . ade 
RN ne ee ook | 58,321,100 bushels_....._._.-- | (741,520,000 bushels. 
aise att teins amiein shld ; | 3,761,800 bushels -1\+ 120 oF i 
Cornmeal. ....--- ‘ ‘ 33,198,300 bushels | (1,132,875,000 bushels. 
Cottonseed oil and shortening. -_--...| 221,600,000 pounds 17,889,000 pounds. 


SURPLUS REMOVAL 


288,000,000 pounds. .....----- | None. 


Beef and beef products 

Pork and pork products. -- | 188,400,000 pounds-------- Do. 
Poultry and poultry products... | 125,600,000 pounds.......---- Do. 
Canned fruits... - ‘ } 28,900,000 pounds---.-- a Do. 
Fresh fruits_-.- ...--------} 44,500,000 pounds... -- mal Do. 
Lard... phanieeiene alee 60,400,000 pounds..-_-- ceicebened Do. 
Fresh vegetables._.....--..-..-..----| 72,300,000 pounds... anes — Do. 
Other... - isa wese | 18,400,000 pounds..__ --  cieataagiel Do. 

| 





The reduction or, in cases where that has been accomplished, the elimination 
of these surpluses is especially helpful to farmers, as well as to the Government. 
Reducing or eliminating an excess supply cuts down on the depressing pressure 
of storage stocks, and reduces the Government’s costs of acquiring and storing 
surpluses. From the producers’ standpoint, reducing or eliminating the surplus 
cuts down the burdensome, depressing effect on his markets. 


DIRECT DISTRIBUTION—SIMPLE, EFFICIENT, EFFECTIVE 


The Department has developed the direct distribution program into a vital, 
effective force that has: n 

Sharply reduced Government inventories of some items, especially dairy 
products ; 

Made it possible to provide help in the form of surplus removal purchases 
to some foods which are not subject to mandatory price supports, gearing 
the assistance directly to the area and the variety or grade in the distressed 
condition ; 

Made, and is making, billions of pounds of surplus foods available to 
persons who need and can make good use of them. 





USDA Donations or SurpLus Foops Ser New Recorp In 1958 Fiscat YEAR 


Untrep STATES DEPARTMENT OF AGRICULTURE, 
Washington, September 2, 1958. 


A total of 2,845 million pounds of surplus foods was donated during the 1958 
fiscal year for use in school lunch programs and institutions in this country, and 
by needy persons here and abroad, the U.S. Department of Agriculture announced 
today. This is an increase of 2 percent over the 2,791 million pounds distributed 
in the previous fiscal year, and establishes a new record high volume for dona- 
tions of Government-owned food stocks. 

The foods were acquired through operation of USDA’s price-support and 
surplus-removal programs and were made available through the distribution 
program of the Agricultural Marketing Service. They are distributed to recip- 
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ients in this country through State and local educational and welfare agencies, 
Foreign distribution is handled by U.S. voluntary church and welfare organ- 
izations. 

About 60 percent of this year’s food donations were cereal products, such as 
flour and cornmeal. Donations to recipients in this country totaled 872 million 
pounds, 18 percent below a year ago, due primarily to a reduction in surplus 
supplies of livestock and poultry products. Donations for foreign distribution 
totaled 1,973 million pounds, or 14 percent above the previous year’s total, 
largely because of increased shipments of cereal products. Surplus foods are 
donated for overseas distribution only after provision has been made for the 
needs of all eligible recipients in this country. 

In addition to regular distribution, surplus foods were donated during the year 
to victims of such natural disasters as hurricanes, tornadoes, heavy snows and 
rains, fire and floods in 15 areas in 11 States and Puerto Rico. A total of 
1,400,000 pounds of surplus foods was distributed to about 70,000 people. State 
distributing agencies handling donations of surplus foods through the direct dis- 
tribution programs made the foods available to various relief agencies; dis- 
tribution was primarily under the direction of the American Red Cross, with 
county welfare departments, civil defense agencies and the Salvation Army assist- 
ing. 

Foods donated through the direct distribution program are currently being 
used by over 13 million schoolchildren taking part in school lunch programs, and 
about 1,400,000 persons in charitable institutions in this country. In addition, 
424 million needy persons in family units are currently receiving donated com- 
modities. The following table shows the number of needy persons in family 
units receiving donated commodities in June 1958: 
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a a ee 145, 746 | New Hampshire_____.__---_. 8, 062 
a Be Fs THe BOUnee 52k ccmecneee 15, 490 
a ao 256, 436 | New Mexico__-----.------- 39, 686 
I I Se I I occas en esnres ate 265, 792 
Ria icc tier Sie eines 12, 277 | North Carolina__.....--.--. 6, 549 
NORD De, Bae 1 DRED BPOOOD ook ecictrcmncinicme 8, 458 
A UR a a ati 59, 564 
NT ; TR OO eee 242, 011 
UREN er! a NE) 73, 366 | Pennsylvania__________-__-. 751, 693 
DRE Bo Fy ee a 95, 112 | Puerto Rico__-.__.--_.___-. 563, 508 
mS ks ee he gr 10, t2e | Bhode Island_............. 11, 728 
emanate ee Se PB oe 10, 080 | South Carolina____________. 734 
mien es tit) GD Se Seay EE a i tee 28, 721 
NNN oe LE LIB, 20S 1 TIMONNNC. oe dotdd enced. 225, 723 
gee ia a a 112, 562 
DAW NNIN Sc oto De, Gee Wena es. 21, 635 
Massachusetts____._.________. Bg OND: WINN os wisp aarp seans wahcivotenn nes 10, 345 
ccna: wf Mg EE Ear seed 39, 611 
SN EE ee Bo, DG2 | Washington... =. ........-. 6, 608 
RNIN fn 2 Tae | Oe WA ks 241, 617 
NR cae tS te 1 I i cee 25, 391 
ON Se i eee a eT WON OMS inte oe 7, 733 
a 2, 020 

I a 1,173 United States._...__ 4, 665, 479 


Distribution of surplus commodities to schools and institutions is made in all 
48 States, the District of Columbia, and 5 territories. A total of 44 States, the 
District of Columbia, and Puerto Rico, are currently taking part in distribution 
of surplus foods to needy persons, with 148 cities and 1,098 counties participat- 
ing in those States. During the fiscal year, Arizona, District of Columbia, 
Georgia, Montana, North Carolina, and Washington entered this phase of the 
direct distribution program. Florida participated in the program for 2 months 
during the year. 

Twenty agencies took part in the foreign donations program, distributing 


foods to 85 foreign countries. Distribution of surplus foods to these voluntary 
agencies is made only after provision has been made for the needs of all eligible 
recipients in this country. 

The following tables show the surplus foods donated, the quantities, and their 
costs. Figures cover the 12 months from July 1957, through June 1958, with 
comparisons for the previous fiscal year: 
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Mr. Jenninos. If you will yield there, I would like to say that there 
are many, many more who are not receiving foodstuffs that would be 
eligible. Mr. Matthews’ State does not participate in sh hears at 
all. There are many, many counties that are in distressed areas that 
feel they just don’t have the facilities and the personnel and money to 
utilize the program even though it is available. 

Mrs. May. I think that is an important point, that a lot of people 
are not participating because of the administrative problems and the 
funds at the State level. 

The CHarrman. I do not want the record to leave a false impres- 
sion. The testimony indicates to me that you are complaining that 
the administration has failed to make food available in sufficient quan- 
tities. Apparently, the lack of food is not due to that fact, but because 
the people of West Virginia who are administering the program have 
not requested the food. 

Mr. Hecuier. I would not like the record to stand with that state- 
ment, Mr. Chairman. I do not have the correspondence between the 
Governor of West Virgina and the Secretary of Agriculture in which 
he may have requested additional commodities, I am sure that the 
Governor of the State is aware of the situation. 

I would like to underline my previous reference to the letter that I 
wrote to the Secretary of Agriculture in which he refused to make 
available soybeans and cottonseed which could be processed into 
shortening. And I believe that there would be a great opportunity if 
the Secretary of Agriculture would recognize his administrative re- 
sponsibility and under the administrative authority which he has, 
knowing the situation, knowing the amount of commodities that are 
available, if he could make available such additional commodities as 
would help our people. Iam asking for variety and not for additional 
amounts of commodities now being supplied. 

Mr. Poace. I never have acquired any nationwide fame as a de- 
fender of the present Secretary of Agric ulture but I think I try to be 
fair to him, and it does seem to me that we have not been fair with 
the Department of Agriculture, in at least the way it appears to me— 
the committee may think otherwise—but as I understood the presenta- 
tion, it was that the Department of Agriculture refused to give these 
people any more food than what is shown on that table. Fr: ankly, I 
thought that it was a very unfair situation. I thought that since 
Congress had provided the means of providing for the distribution of 
this food that the Department of Agricultute was going to let a family 
of four have only that amount it was cruel and did not carry out the 
will of Congress. 

Apparently, the Department was willing to provide the food that 
is available. If that 1s so should not this condemnation be directed 
against the administration at the State level ? 

And in view of that I want to withdraw any implied criticism of 
the Department that might have gone into my previous remarks be- 
cause I just do not believe in unfairly putting the blame on somebody 
else if the State is the one that is at fault. 

Mr. Jenntnas. There is some question about it. The Agricultural 
Department will send to the State at the beginning of any time the 
foodstuffs that are available. If they send out only milk, dried flour 
and butter, then that is what they in turn request, because those are 
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the things that are available. However, if the Governor of the State, 
or his welfare department makes the request to him for oils and 
shortening and fats and so forth, they are not distributed because 
the Department says they are not available. 

They have not availed themselves of the section 32 funds to buy 
up perishables, to buy up poultry products, to buy up pork, or any 
other types of meat. 

Mr. Poace. I think there is a question that may have well been 
raised there. Certainly, they have a right to supply more flour and 
more rice, and more butter, and more cornmeal than they have been 
doing. 

I, certainly, want to withdraw any such implication that they did 
not do it. He has apparently done just as much as he has been re- 
quested. 

Mr. Hecuter. I would like to submit for the record requests that 
have been made by the State of West Virginia to the Department of 
Agriculture. I would like to clarify this for the record. 

The Cuarrman. All right. 

Mr. Hecuter. I do not have access to the full records of the corre- 
spondence between the State of West Virginia and the Department 
of Agriculture. However, there are several examples of recent at- 
tempts by West Virginia to secure additional commodities whicfh 
did not meet with success. 

For example, on February 20, 1959, I wrote to the Secretary of 
Agriculture requesting that soybeans and cottonseed oil might be 
processed into shortening, and that additional commodities be made 
available to West Virginia families. The response of the Depart- 
ment of Agriculture, in a letter dated March 6, 1959, was completely 
negative. 

On March 23, 1959, Gov. Cecil H. Underwood of West Virginia 
asked President Eisenhower to look into the possibilities for provid- 
ing more surplus commodities for West Virginia. 

The Governor said that Federal officials promised to look into 
the situation, but as of April 13, 1959 no commitment had been made 
to provide additional food. No request had been received by the 
office of Mr. Martin Garber, who heads the surplus commodity dis- 
tribution program in the Department of Agriculture. Apparently 
not even an appeal to the White House has helped to provide a more 
balanced diet for our people. 

With the backbreaking task of distributing surplus commodities to 
15 percent of the population, the State of West Virginia has con- 
fronted serious administrative and financial difficulties. There have 
not been adequate State funds to assure that supplies of commodities 
could be delivered to central points for distribution. In some coun- 
ties, churches, labor unions, and private citizens would deliver the 
commodities to a central point, and then would request small donations 
from the recipients to reimburse them for expenses. 

The State lacked an adequate staff to certify all the persons becom- 
ing eligible as unemployment soared. Therefore, it was necessary 
to permit these same churches, labor organizations, and other respon- 
sible groups to take on the huge task of certification upon the basis 
of proven need. This, too, was a makeshift and haphazard procedure 
but it was dictated by pragmatic effect and the exigencies of the 
moment. 
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In addition, the heavy numbers of eligibles in the early part of 
1958 depleted the reserves built up by the State to the extent that 
only a 15-day inventory was available and distribution became spotty 
andunfair. This was not the fault of the State commodity distributor, 
because he was operating with insufficient staff and funds. 

The climax of this unhappy state of affairs came late in 1958, when 
the U.S. Department of Agriculture summarily threatened to cut off 
food shipments to West Virginia because of violations of department 
regulations. The USDA cited the need for more and better field 
supervision, the necessity for more valid certification of the need of 
individual applicants, and denounced the charging of fees, through 
free-will donations, by certain groups and persons who had assumed 
the arduous task of distributing food to areas where the State couldn’t 
provide transportation of commodities. 

The State took immediate steps to tighten up its system, but it was 
sorely hampered by a corollary development : 

The recession cancer had by this time spread into every cell of the 
State’s economic life. Since by law the State cannot operate at a 
deficit, a budget crisis had materialized. Revenues anticipated for the 
1958-59 fiscal year had not been up to expectations. Firm action, 
though unpleasant, had to be taken. Consequently, the State issued 
an edict in November 1958, advising that an immediate 5-percent 
reduction in the budget of every State department, agency and institu- 
tion was to be effected during the remainder of the fiscal year. This 
compounded the State’s commodity troubles to no small extent: There 
had not been enough money to do an acceptable job in the first place; 
the Federal Government had opposed the existing program to the 
extent that the State had to improve it or lose all participation; and 
now the State was faced with the job of cleaning up its distribution 
system, using 5 percent less money than it originally had under the 
faulty system. 

Senator Jennings Randolph, who took office in November, and 
Senator-elect Robert C. Byrd took positive action to relieve this situa- 
tion. They called a conference including Congressmen and Congress- 
men-elect (including myself) in Charleston on Decembér 17, 1958. 
There we met with the members of the board of public works and 
drew up plans to provide minimal compliance (which was all we were 
able to provide) with Federal standards, 

It is gratifying to note that the legislature, despite its agonizing 
shortage of revenues, took heed of the pleas of William J. Waggy, who 
administers the State commodity distribution program, at its recently 
concluded session. 

Enough money was appropriated for the fiscal year 1960 for the 
department of public assistance to lease two additional warehouses, 
to purchase transportation equipment and to hire the personnel needed 
to operate these facilities. 

Mr. Waggy informed me in a telephone call on Tuesday, March 17, 
1959, that he now hoped to be able to carry out the physical distri- 
bution of each month’s allotment of commodities to each county seat, 
which will improve this part of the program tremendously. 

In addition, he hopes to add very soon to the amount of commodi- 
ties now being received. He advised that there is a good possibility 
that the cornmeal ration can be increased to 244 pounds per person 
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in April, and that the rice ration can be boosted to a minimum of 1 
pound per person soon. There also is a slim prospect of an increase 
in the milk ration. 

This is wonderful and I am appropriately grateful. But it is ob- 
vious that this still is not enough to keep body and soul together. 

The present ration, it was estimated in studies conducted by the 
West Virginia Department of Health, provided only 26 percent of 
the needed calories, 36 percent of the necessary protein and 46 per- 
cent of the calcium vital to a minimum existence. 

These additions, praiseworthy though they be, are still not enough 
to keep these people alive. 

The gravity of the problem is deepened by the fact that more and 
more persons are losing all assistance in other forms, and the State 
has no means to provide other help. 

The persons now certified for eligibility for commodities now in- 
clude: 

All disabled persons, dependent children, and the like receiving 
help from the Department of Public Assistance. 

All low-income or unemployed groups whose income or compensa- 
tion benefits are below (for a single person) $50; (for a married 
couple) $85; (for a married couple with one child) $95; (for all larger 
family units) $130. 

These standards were established by State DPA Director Thomas 
R. Egbert in a directive issued March 5, 1958. 

Since the State unemployment benefit maximum is $128 a month, 
many jobless citizens have been able to get commodities on a supple- 
mental basis. The problem is growing more acute, however. 

This is because there are at present 75.000 persons needing jobs in 
West Virginia. There are 67,928 active applications for employment 
on file as of January 31, 1959. As of the same date, 47,482 persons 
had exhausted regular unemployment benefits, and 19,468 had ex- 
hausted the temporary extension benefits. 

As a rapidly increasing number of persons exhaust all other relief 
benefits, there simply is nothing else available to them. They have 
nothing but surplus commodities to live on. 

One other development has occurred to encourage us to some ex- 
tent. With inventories depleted and only a 15-day supply of food 
on hand, the State simply couldn’t run an efficient program. 

The State filed a formal request for 55 additional carloads of food- 
stuffs to enable the State to carry a 30-day inventory. On January 
15, 1959, Senator Byrd conferred with Martin D. Garber, Director 
of the USDA Food Distribution Branch, and was advised that orders 
had been placed for 620,000 pounds of flour, 520,000 pounds of meal, 
540,000 pounds of milk, and 60,000 pounds of butter. 

This has been received, but because all available warehouse space 
has been utilized to create this minimum program of full distribution, 
there is little chance of adding substantially to the amount of food 
received. except for the cases I have cited above. 

Now it is self-evident that the State has taken every step that it 
can take at the present to improve its commodity distribution pro- 
gram. 

It may be quite true that additional quantities of these five com- 
modities might be made available if the State could process and dis- 
tribute them. 
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However, there are these facts to be considered, and I believe they 
are important and pertinent to this discussion : 

The State, despite a decline in revenues, has effected improvements 
in its surplus program at a time when it was hard pressed to spend 
for anything new. 

The State already is distributing amounts of these fivé commodi- 


ties equal to or more than USDA recommendations in every com- 
modity except butter. 


I should like to offer evidence of this: 
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Mr. Waggy reports that he would like to increase the allotment of 
butter, but is restricted by the shortage of refrigeration space. He 
further reports that the present allotment is kept as high as it is 
only by leasing space in commercial refrigeration facilities. 

H.R. 3307, which I am sponsoring, is designed to utilize section 
32 funds. The Department of Agriculture opposes the use of section 
32 funds as a relief measure. The act of June 28, 1937, as amended, 
and relating to section 32, states: 


* * * funds of the Corporation, may be used for purchasing, exchanging, proc- 
essing, distributing, disposing, transporting, storing and handling of agricultural 
commodities and products thereof and inspection costs, commissions, and other 
incidental costs and expenses, without regard to the provisions of existing 
law * * * 

This means, as I interpret it, that the Government is empowered 
not only to provide additional commodities in addition to those now 
available, but also to assist in the cost of administering, storing, and 
distributing these products. 

Yet the Department of Agriculture opposes this bill and complaints 
have teen raised that the State has not asked for help. 

This is somewhat like a group of doctors denying aid to an accident 
victim because the victim is in a coma and hasn’t asked for their as- 
sistance. It has been brought out by the chairman that $300 million 
has been made available for administration of the provisions of this 
program, yet the Secretary of Agriculture stands by and lets people 
go hungry rather than extend the help he is able to give. 

I should like to bring to your attention the fact that my bill, H.R. 
3307, directs the Secretary of Agriculture to use these funds, Per- 
haps that will be necessary. 

Mr. Horven. I would like to have the record show the amount of 
commodities that were furnished in accordance with the requests. 

Mr. Hecnier. Yes, sir. I think this is only fair. 

Mr. Horven. Please also indicate whether or not the administrator 
of the program in West Virginia, has ever been denied the amount of 
surplus commodities that he requested. 

41478—59-—4 
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Mr. Hecuter. I think that is the only fair way to do it. 

Mr. Hoeven. I simply want to clarify the record. I am sure the 
people of West Virginia, through their administrator, will get all of 
the food that they request if it is in surplus supply. 

Mr. Hecuter. There may be a possibility that you are prejudging 
the case, sir, but I will be glad to submit this information for the 
record. There is a possibility that you may be prejudging it. 

Mr. Horven. You have drawn a false implication, at Teast which 
inferred that the Secretary of Agriculture was responsible for the 
dire need of hungry people in West Virginia. 

May I ask the gentleman what the State of West Virginia is doin 
to supplement the food needs of the people of West Virginia over an 
above the surplus commodities furnished by the Federa] Government? 

Mr. Hecuter. I would be glad to submit that information for the 
record. 

Mr. Horven. The State of West Virginia, also, has a responsibility, 
you will admit. 

Mr. Hecuter. I certainly do. The State of West Virginia has a 
rather complete relief program, as the statistics I shall present will 
show. The funds at hand for use in relief programs are to some ex- 
tent limited, and the State ranks low in relation to other States in the 
amounts it distributes in its various forms of relief, but it is trying 
to provide a comprehensive program of relief under the limitations 
of its resources, 

At present, the State has no provisions whatever for relief for per- 
sons who are adult, healthy, and employable, other than the regular 
unemployment compensation program. This, of course, is true of 
most States, for this prevents relief programs from becoming a mere 
system of handouts. 

However, the State does have programs for the blind, for the per- 
manently and totally disabled, for the assistance of dependent chil- 
dren, and for the aged. 

To indicate the State’s participation in these programs, I shall run 
down briefly the extent of help and the number of persons to whom 
it is administered in these categories. 

In the field of old-age assistance, the State was paying assistance 
to 21,287 persons, with the average payment amounting to $35.68 a 
month, as of November 1958. Average for the Nation as a whole 
is $63.22. 

In aid to dependent children, the State contributed to the support 
of 60,071 children in November 1958. These children were in 20,045 
families—giving us an average per child payment of $23.46 per child, 
or $90.35 per family. The national average is $105.41 per family and 
$27.98 per recipient. 

In the same month, there were 1,068 blind persons receiving State 
assistance. They were drawing an average $41.06 a month, which 
compares with a national average of $67.81. 

A total of 7,562 permanently and totally disabled persons were re- 
reiving assistance payments averaging $38.64 in November 1958. The 
U.S. average is $61.61. 

In addition, the State has a general-assistance program in which 
2,799 cases were listed. Financed wholly from local and State funds, 
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these persons were receiving an average of $33.38 per month against 
a national average of $63.94 in November of last year. 

In these figures, I believe I have shown that West Virginia is 
making every effort to help itself. The degree of success which it is 
attaining in each of these programs varies, but it does show that 
the effort is being made, even by a State sorely oppressed by declining 
revenues and increasing joblessness, 

These figures are not up to the national average. I wish they 
were. In June 1958, among the 50 States or States-designate, West 
Virginia held the following rankings: In old-age assistance, 49th; 
in aid to dependent children, 37th; in aid to the blind, 49th; in aid to 
the disabled, 45th; and in general assistance, 42d. 

I believe that the State, with its many economic woes, is doing a 
competent and courageous job in providing as much assistance as it 
can to our impoverished and disabled citizens. 

Mr. Coap. Mr. Chairman, referring back to the original statement 
of the testimony, I was under the impression through the entire pres- 
entation that he was not condemning and not criticizing the Depart- 
ment of Agriculture because specifically he was referring to his bill 
asking that the Department of Agriculture purchase commodities on 
the open market and distribute them to needy families to supplement 
those surplus commodities which needy families are now receiving. 
He was asking the Department of Agriculture to use section 32 funds. 
It was only in this concept or the twisting of ideas here a result of 
the presentation that we went off onto this sidetrack. I believe it 
was because of these sacks sitting here that some hasty conclusions 
were drawn that there perhaps was refusal on the part of the De- 
partment of Agriculture which the gentleman in fact never stated. 
It was just a conclusion that was jumped to in the conversation. 

I think the gentleman who is Mr. Hechler, the witness this morn- 
ing, has never said what some have concluded was said. 

Mr. Poacr. Please understand, I do not state that. I may have 
jumped to the wrong conclusion. 

Mr. Hecuter. I appreciate that clarification, Mr. Coad. 

Mr. McInttre. I am sure that all of us are deeply sympathetic 
with the problem that you have in West Virginia relating to surplus 
foods being made available to the people in need. I am inclined to 
believe that under the pressure of the problem of food that we often 
lose sight of the responsibility of the Department of Agriculture in 
the field of distribution of food to the needy. 

Mr. Hecuuer. Yes. 

Mr. McIntire. The Department has these items only by virtue of 
a function which it performs, which is not in the field of community 
need. And when it gets these commodities they originated out of 
price support and not through a vehicle that originated the com- 
modities to distribute to the needy. 

Oftentimes the Department is brought under criticism because it 
has effectively disposed of surpluses and is brought. under criticism 
because it is out of them that it should get back and get some more. 

Your recommendation for the use of section 32 funds comes within 
the same general picture. Section 32 funds were never originated as 
a vehicle by which to acquire supplies for distribution to the needy. 
But because there is $300 million available and because there is an 
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authorization that permits the Secretary to use it, then all at once 
section 32 becomes a very convenient hook on which to hang the 
proposition that we need what this money can buy. Actually, sec tion 
32 funds have been administered under a framework of assisting in 
surplus situations, and of assisting agriculture in the price stabiliza- 
tion purchase. And that money was not set up to acquire commodities 
for distribution to the needy. 

Mr. Hecuter. That is clear, but it is a byproduct. 

Mr. McIntire. I am very much interested in this problem, but I 
think that if we are going to use cash dollars to acquire commodities 
in a program which is designed to assist the needy, then it should not 
be shielded under the authority which the Secretary of Agriculture 
has to effect some stabilization. 

And when it is charged that the Secretary is not moving into the 
market and buying these commodities with section 32 funds on the 
grounds that there is a need for distribution to the needy, we are 
forgetting the intent of the law and the use of section 32 funds from 
the beginning. 

Mr. Hecuver. Mr. Chairman, I would, certainly, like a withdraw 
any implication of the criticism of such charges here. I think what 
you and the members of the committee are concerned with is not 
who struck John administratively, but rather how we can tackle this 
problem of supplying these surplus commodities so they can be of 
more benefit to the needy. 

The Cnatrman. This is just for information. For the family of 
4 this is the minimum allotment for 1 month—rice, 244 pounds; dried 
milk, 414 pounds; flour, 10 pounds; cornmeal, 7 pounds, and butter, 
5 pounds. That is the minimum and there can be a request for an 
additional amount of food for distribution so long as it can be done 
without waste. 

Mr. Hecutrr. The figures which I have presented were obtained 
from the State’s distribution authorities this morning. I am going to 
submit for the record any requests that have been made. 

The Cuairman. Will you recheck those figures that you get with 
those that I have. These are for a family of four. 

Mr. Hecnuuer. Yes, sir. Could I have those figures again ? 

The Crairman. Rice, 214 pounds per month; dried milk, 4% 
pounds for 1 month; flour, 10 pounds for 1 month; and cornmeal, 7 
pounds for 1 month; and butter, 5 pounds for 1 month. 

I want to thank you for your testimony. 

Mrs. May. May I ask two more questions ? 

The CrrarrMan. Yes. 

Mrs. May. Your entire statement will go into the record ? 

Mr. Hecuter. I would like to ask consent that it go into the record 
in itsentirety. 

Mrs. May. In that. case I would like to cal] attention to two state- 


ments on page 3. I would like some clarification of the implication, 
which I get from it, in which you say, not long ago Secretary Benson 
was asked at a press conference concerning surplus commodities and 
answered with some sarcasm, “Of course, they could, serve shrimp 
cocktails to the needy if some people had their way. 

I was, I say, shocked because that statement, if it was applied this 
way with sarcasm, sounds very unlike the Secretary of Agriculture. 
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Mr. Hecuter. I would be glad to submit that particular comment 
of the Secretary for the record. 

(The data referred to above is as follows :) 

Since Mrs. Sarah McClendon asked Secretary Benson the question, and since 
Mrs. May has challenged my interpretation of Secretary Benson’s answer, I be- 
lieve it is only fair to have Mrs. McClendon’s personal reaction on this issue. 
Mrs. McClendon has authorized me to quote her that “Secretary Benson was 
very sarcastic in his response to my question. Furthermore, he assumed an 
air of self-righteousness which was nauseating.” Mrs. McClendon’s reaction was 
corroborated by other newsmen who attended Secretary Benson’s press confer- 
ence. I am sorry if I have offended anyone in so characterizing Secretary Ben- 
son’s remark, but I was only reporting what evidently was a general reaction of 
those present when the remark was made. 

Mrs. May. I have a copy here of that press conference and what was 
said in it. I wonder if I might read you what the Secretary did 
Bay. ies? ' 

Sarah McClendon asked him a question in connection with the food- 
stamp plan. She said: 

Would the food-stamp plan allow them to have a more balanced diet? I re 
member last year in the distribution through the States the people out in New 
Mexico and some parts of Texas could get no meat. There is no way to get meat 
in the distribution, so there is no surplus meat? 

And the Secretary answered—these are his words: 


There ig no surplus of meats. Of course, you could set up a food-stamp plan 
and distribute shrimp cocktails and everything else with every meal, but that 
is not the purpose. 

I think that ought to go into the record. 

One thing more. In the third paragraph up from the bottom of 
page 5, you say: 

The President talks of the dire need for $3.9 billions in foreign aid, and asks 
us to appropriate every cent of it to help foreign nations. Yet I have a paltry 
little bill in here to authorize one-twenty-fifth of that amount to help feed 
our starving people here at home. And they won’t have anything to do with it. 

I think it is rather important that we ask you who won’t have any- 
thing to do with it. The statement confuses me. I just want to know 
about it. - 

Mr. Hecuier. By they I mean the Department of Agriculture is 
opposed to this particular bill. 

Mrs. May. We have an unfavorable report on it? 

Mr. Hecuter. Yes. 

Mr. Hacen. I know nothing about the problem in West Virginia. 
But one of the obstacles to the donation program has been the attitude 
of the employees. Very often the farmers themselves complain if they 
get free food they will not work. That is why you have difficulty 
disbursing in some of these States. It has been on the part of the 
States. It is not welfare money. 

Mr. Snuorr. Just one brief question. I don’t think it has been 
brought out here. The implication is, perhaps—I am sure it has not 
been intentionally left out—but what other sources of aid are available 
to these needy people that are in such dire need? Are there not some 
welfare programs that these people would be eligible for, some unem- 
ployment compensation programs that these people would be eligible 
for? 

Mr, Hecnirr. This is correct. Although it is my understanding 
that employables are not eligible to receive Department of Public 
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Assistance funds. And there are very severe limitations. I would 
be glad to submit the figures here for the record, but the average 
amount of assistance from the States which I admit is a responsibility 
of the State is very low in comparison with both the national average 
and surrounding States. 

Mr. Snort. I was interested in your comment about this individual 
you mentioned—I believe it was an editorial in one of your news- 
papers—referring to this individual that was brought to the hospital 
in this very dire condition. 

Having had so little experience in welfare and relief administration, 
I cannot conceive of why that situation would ever come about if 
that individual attempted to secure some assistance from the public 
agencies whose responsibility it is to take care of people like that. 

Mr. Hecuter. Ours are a hardy and independent people in West 
Virginia. There are many isolated areas where the public relief 
agencies frequently have difficulty reaching them. 

I am not coming to the committee to indicate that this is a Federal 
responsibility. I think that this is something which is very unfortu- 
nate. I do not mean to indicate that this is widespread. 

On October 9, 1958, Dr. Laird was presented with the Distinguished 
Service Award by the American College of Surgeons “for a long 
career as a surgical educator, for his continuous effort to elevate the 
quality of medical care in his State, and for his devotion to the exem- 
plification of the ideals of the American College of Surgeons for 35 
years.” 

Mr. Snort. Certainly, if that individual is unwilling to ask for 
public assistance, you cannot criticize the surplus commodity distribu- 
tion program for that. 

Mr. Hecuter. Certainly, I would not connect this specific case with 
the surplus commodity program. Yet the possibility of starvation 
does exist when our granaries are bulging. 

The CHarmMan. We will meet tomorrow morning at 10 o'clock. 

We thank you very much for being here. 

Mr. Jenninos. I think by direct testimony and by implication that 
we have developed a great need for an entire study of this surplus 
distribution program. I would suggest, if I might, to the Chairman 
that he refer this to the proper committee and that we might call 
upon the Department and call upon some of the States that are in- 
volved so that these problems might be ironed out. I have been con- 
cerned about this program, as I know the Department of Agriculture 
has been concerned about it, about the cost involved being charged 
to the price support program of agriculture, not direct, but by im- 

lication. I know in the bills that I have introduced that that has 

een one of their great concerns about the surplus commodities. I am 
concerned about the cost of the surplus distribution being charged to 
the agricultural program when I feel that it is a welfare program 
rather than an agricultural program. 

For that reason I ead respectfully request that you refer this 





problem to the proper committee and that we hold some hearings— 
have the Department’s views and the views of the States and go into 
the mechanics of the operation and see where, at any place, the fault 
really lies, whether it is the Department or the States. 
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The CratrmMan. We will have further hearings before the full 
committee, and I think we will ask the Secretary to explain why we 
have this situation. 

Mr. JENNINGS. At the same time, have some of these State directors 
in so that they may answer these questions that those of us on the 
committee are not in a position to answer. 

The CuarrMan. It was pointed out that they have not taken up their 
burden. 

Mr. JENNINGS. In many cases I think that is exactly true, but in 
some cases I think, perhaps, it is a lack of complete understanding and 
a lack of knowledge of what they might request. And for that reason, 
perhaps, they have not requested additional food because they are 
only requesting those foods that have been put in surplus. 

The CHarrMan. The purpose of our meeting tomorrow is to afford 
an opportunity for new Members of both parties to appear before the 
committee and express their views. Then at the proper time I will 
refer the matter to a subcommittee for further hearings. 

Mr. Hoeven. In order to clarify the record, I ask unanimous con- 
sent that that part of section 416 of the Agricultural Act of 1949 be 
inserted in the record at this point wherein it relates to the authority 
granted the Secretary of Agriculture to furnish surplus commodities 
upon request by the States. 

The CHarrMan. Without objection that will be printed in the 
record. Will you indicate to the reporter what you want to go into 
the record ? 

Mr. Horven. Yes. 

(Section 416 is as follows :) 


DISPOSITION OF COMMODITIES TO PREVENT WASTE 


Sec. 416." In order to prevent the waste of commodities acquired through 
price-support operations by the Commodity Credit Corporation before they can 
be disposed of in normal domestic channels without impairment of the price- 
support program or sold abroad at competitive world prices, the Commodity 
Credit Corporation is authorized, on such terms and under such regulations as 
the Secretary may deem in the public interest: (1) upon application, to make 
such commodities available to any Federal agency for use in making payment 
for commodities not produced in the United States; (2) to barter or exchange 
such commodities for strategic or other materials as authorized by law; (3) in 
the case of food commodities to donate such commodities to the Bureau of Indian 
Affairs and to such State, Federal, or private agency or agencies as may be 
designated by the proper State or Federal authority and approved by the 
Secretary, for use in the United States in nonprofit school-lunch programs, in 
nonprofit summer camps for children,” in the assistance of needy persons, and 
in charitable institutions, including hospitals, to the extent that needy persons 
are served; and (4) to donate any such food commodities in excess of anticipated 
disposition under (1), (2), and (3) above to nonprofit voluntary agencies regis- 
tered with the Committee on Voluntary Foreign Aid of the Foreign Operations 
Administration or other appropriate department or agency of the Federal 
Government and intergovernmental organizations for use in the assistance of 
needy persons outside the United States. In the case of (3) and (4) above the 
Secretary shall obtain such assurance as he deems necessary that the recipients 


%1 See also sec. 9 of the act of September 6, 1958, and the Department of the Interior 
and Related Agencies Appropriation Act, 1959 (both on p. 177), providing for distribution 
of commodities under sec. 416 to overseas areas under the jurisdiction or administration 
of the United States. 

The words “in nonprofit summer camps for children,” were added by the act of July 
2, 1958, Pub. L. 85-488, 72 Stat. 286. 
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thereof will not diminish their normal expenditures for food by reason of such 
donation. In order to facilitate the appropriate disposal of such commodities, 
the Secretary may from time to time estimate and announce the quantity of such 
commodities which he anticipates will become available for distribution under 
(3) and (4) above. The Commodity Credit Corporation may pay, with respect 
to commodities disposed of under this section, reprocessing, packaging, transport- 
ing, handling, and other charges accruing up to the time of their delivery to a 
Federal agency or to the designated State or private agency, in the case of com- 
modities made available for use within the United States, or their delivery free 
alongside ship or free on board export carrier at point of export, in the case of 
commodities made available for use outside the United States. In addition, in 
the case of food commodities disposed of under this section, the Commodity 
Credit Corporation may pay the cost of processing such commodities into a form 
suitable for home or institutional use, such processing to be accomplished through 
private trade facilities to the greatest extent possible. For the purpose of this 
section the terms “State” and “United States” include the District of Columbia 
and any Territory or possession of the United States. (7 U.S.C. 1481)* 


Mrs. May. May I have consent to add to my remarks? 

The Cuarrman. Youmay. We willstand adjourned until 10 o’clock 
tomorrow morning. 

(Whereupon, at 12:10 p.m., the committee recessed, to reconvene 
at 10 a.m., Thursday, March 19, 1959.) ; 


33The provisions of this section were substituted for the previous provisions by sec. 302 
of the Agricultural Trade Development and Assistance Act of 1954. See also sec. 305 of 
that act (p. 173), providing for the identification of stocks disposed of under sec. 416 as 
being furnished by the people of the United States. The next to the last sentence of this 
section was added by the Agricultural Act of 1956, 70 Stat. 203. See also sec. 210 of 
the Agricultural Act of 1956 as to donations to penal institutions (p. 149). 
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THURSDAY, MARCH 19, 1959 


House or REPRESENTATIVES, 
CoMMITTEE ON AGRICULTURE, 
Washington, D.C. 

The committee met, pursuant to notice, at 10:10 a.m. in room 1310, 
New House Office Building, Hon. Harold D. Cooley (chairman) 
presiding. 

The Cuarrman. The committee will please be in order. 

We only have about 45 minutes since the House convenes at 11 
o’clock this morning. I have listed here five witnesses who have in- 
dicated a desire to appear. Just keep in mind that that is our present 
allotted time, and we would like to hear as many as possible. 

The first one I have is Mr. Leonard Wolf of Iowa. Is Mr. Wolf 
present ? 

(No response. ) 

The Cuarman. Next is Mr.4zerald Flynn of Wisconsin. 

For those who were not here yesterday, I will say that anyone 
testifying may have permission to revise their remarks, or insert in 
the record prepared statements in lieu of the oral statements you 
may make here today, whatever you desire. 

Weare glad to have you with us, Mr. Flynn. You may proceed. 


STATEMENT OF HON. GERALD T. FLYNN, A REPRESENTATIVE IN 
CONGRESS FROM THE FIRST CONGRESSIONAL DISTRICT OF THE 
STATE OF WISCONSIN 


Mr. Ftynn. May I express to you my gratitude for your willing- 
ness and the willingness of the members of your committee to set 
aside this time, to hear some of us freshmen in'the Congress give you 
what we believe are the views of the farmers in our districts. 

I ran for this office 2 years ago and, of course, there was considerable 
campaigning prior to election and it continued thereafter. 

My district consists of five counties, the bulk of which are agri- 
cultural. It isa very wealthy agricultural district, high-type farms, 
finest dairy farms in the State of Wisconsin, most of which are 
owned by the operators and the bulk of which are paid for and mort- 
gage free. We do not have the type of economy where farmers are 
scratching to pay mortgages and debts, although among our farmers 
are many who are in that category. Our farmers, therefore, take a 
businessm: an’s view of the farming industry and the ‘effect of the farm- 
ing industry on the economy. 

The bulk of the farmers in my district are Republican. I am a 
Democrat. 
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We became a State in 1848 and since that time there has been but 
one Democrat from my district coming to Congress. 

The Cuarrmman. Congratulations. 

Mr. Fiynn. That was in 1892. I am the second Democrat. I be- 
lieve I am here strictly because of the fact that the farmers in my 
district revolted. And it is because of this revolt that I thought that 
I should like to appear before this committee and if possible express 
to you in farmer’s language, not in that of an economist, and not 
necessarily in my own, the thinking of the men on the farm, the man 
who is in the cow barn milking and the man in the pasture riding the 
tractor. I think we should try, if possible, to recapture in this very 
lovely room the thinking of that type of man when he goes about his 
daily chores on the farm, because the purpose of your functions here 
and what we are doing here is to aid and to assist that man at a local 
farm level. Unless we do something constructive for him that will 
give him a real aid and benefit there is no reason for us to function. 

That farmer, I believe, is highly dissatisfied with the existing farm 
program and the way it has been administered for the last several 
years. 

I was somewhat chagrined yesterday to notice that some of the mem- 
bers of the committee resented any reference to that which was 
political. I do not believe that I can discuss with you a farm program 
unless I do talk of things political. I do not think that there is much 
done in Washington that does not have a political nature. I might 
even state there would be very little in the Congressional Record if 
it was not for politics. 

I further believe that the only defense that the farmers have to a 
program which they believe is not administered in their interest is a 
resort to the American institution of politics. 

I do not intend to say anything derogatory about our many friends 
in the opposition party. Certainly, I join with those many sound 
Republicans who have revolted against the administration of the 
Federal farm act; those who voted and revolted in my district and in 
the many others. 

Let us define the problem. We have a very fine agriculture in 
Wisconsin and agriculture in my district has been prosperous for well 
over a hundred years. But what has happened? In the past few 
years tremendous surplus has developed, it has developed at a time 
when millions of citizens of their own country are going to bed at 
night hungry. It has developed at a time when we are fighting a war, 
we might say, in which food could and would be the greatest weapon 
and we have failed to use this food. We have failed to make use o 
the products of our farms. First, for the needs of our own people, and 
second, to carry on the international war of peace that we are trying 
to wage. Instead we have stored the products of our farms in gran- 
aries, and in new elevators that we have built to hold it and we have 
not put it to use. As a matter of fact, we as a Nation and we asa 
Congress have failed and continue to fail to learn how to live with an 
abundance. We do not have a surplus of food. We do have an 
abundance of food. And I believe that it is an indictment of the 
American people and of this Congress that we are unable to find a 
solution to how to live with an abundance without permitting that 
abundance to become an albatross around our neck and to drag the 
entire economy of this Nation into a recession. 
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I do not need to remind you men who are older than I am that to 
a large measure we feel that the last depression of 1932 was brought 
on because of a farm recession. I was a boy at the time. But I lived 
most of my life on a dairy farm and there is nothing on the dairy farm 
that I have not done and I am very proud of that background. 

And I well remember from 1922 to 1930 the hardships caused by 
lack of income due to the depression that the farmers of this Nation 
were in between 1922 and 1930. And that farm fed and farm led de- 
pression had a great deal to do with the great depression that en- 
gulfed this whole country in 1929. At least, the farmers in my dis- 
trict feel that way. And the farmers in my district feel that we are 
permitting another farm fed and farm led depression to continue 
and possibly engulf this entire Nation in another major depression. 
We may believe that through measures of Congress we can prevent 
this permanently but my people do not think that there can be one 
sick segment of our economy that will not engulf the entire economy 
in ashort period of time. 

Now there are two parts as we see it to the farm problem: 

First, there is the question of what to do with the existing sur- 
pluses that have been permitted to develop, 

And second, what shall we do in developing and administering a 
new farm program to prevent similar surpluses from being created 
in the future ? 

I think from the testimony that I listened to yesterday and the 
questions of this committee that we are all pretty much in agreement 
as to what should be done to dispose of the existing surpluses. 

First of all, we should enlarge our hot-lunch programs for the 
schools. In order that every boy and girl attending school can have 
the benefit of a hot-lunch program. 

Second, we should establish a department of peace, a food peace 
program, in order that the food in this country can be used in the 
battle for peace. The cost of this program should not be’ charged 
against the Department of Agriculture but rather it should be charged 
up to the existing cold war that we are fighting. 

This food should be used to keep existing friends and create new 
friends throughout the world. Since 1954 when Russia started giving 
the products of her country to foreign countries to create friends we 
have been hard put to match her efforts on many fronts. This would 
dispose of a great deal of food and it would be a better way of spend- 
ng our peace dollars than spending them on other types of foreign 
ald. 

The next point in that regard is that we should immediately set 
up a food stamp plan. From the information I have there are some 
20 million people in this country or thereabouts, that nightly go to 
their slumber without adequate food. They go to bed hungry. 

In this country that is unthinkable. If they were properly fed it 
would take care of the great deal of the so-called surplus that we have. 
_ We do not have a surplus except possibly in three specific commod- 
ities according to the thinking of the people in my district. We have 
less than a 30-day supply of almost any food you want to name, with 
the exception of wheat, cotton and corn—those three we can lend 
special efforts to but to the other products of the farm a 30-day supply 
isnot a surplus. It is no different than if you and I happened to have 
a thousand dollars and we put it in the bank. True, we cannot eat all 
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that it would buy in 1 day but we do not have a surplus. We have 
set up a fund against a rainy day and a 30-day supply of commodities 
in this country is not a surplus and should not be treated as such. 

Yet because of the laws of marketing, if you have a supply of any 
commodity upon the market that is more than the market can con- 
sume on a given day, you have a surplus which under the laws of 
supply and ‘dems und will tend to bri ing the prices down. It goes even 
further than that. If you have a good season with lots of rain, with 
forecast of an abundant crop, that possibly future abundance has an 
immediate effect upon the market and tends to bring down the price 
of the commodity. 

Now the farmers being as they are, large in number, it is difficult 
to organize them so that they can act in unison as members of indus- 
try. You mentioned yesterday the automobile industry and the like. 
There must be some common denominator, some factor bigger than 
they to bring them together and to act for them. The only one big 
enough to do this is the Government itself. 

In other words, the control of the supply onto the market must be 
controlled by some Government agency so that we are not offering, 
as In my area, to the company which buys 95 percent of the free corn 
grown in Wisconsin. From 40 to 50 carloads more than they can 
consume daily and put them into a position where they can bid the 
price of corn down. But where we are offering them daily enough 
to meet their needs but not to create a surplus, and then have the 
law of supply and demand force down the price. 

Prior to the last World War the only reserve that the people had 
against famine was the food that was ‘stored by the farmers of the 
country in the granaries and corn cribs on the farms of the Nation, 
As the farmers ‘offered this food for sale and loaded it into boxcars, 
at their local stations, and sent it to terminal points, and offered it 
to the country, the consumers were able to use everything that was 
offered, and in addition were importing, but after World War I 
when we had geared up the production, grains and other foods started 
to accumulate at the terminal points faster than they could be sold. 
It was then that we started to build grain elevators to hold the so- 
called surpluses. 

At first we thought it was a temporary measure but the future 
showed it was a permanent one. 

We have changed from an importing Nation to a Nation that is 
producing more than it can consume. And under our laws of supply 
and demand with this excess being offered daily on the market, even 
a small surplus that we have, less ‘than a 30- day supply is enough to 
bring down the price of farm produce to a point below that which 
will mean maintaining stable agriculture. 

We are witnessing 50 cents oats, for instance, a price below what a 
farmer can produce it for, and make a profit. 

We must have a managed economy so that we do not have this large 
amount of grain thrown onto the market in a given day. 

I have covered pretty well the point of what to do with the existing 
surpluses in order to get rid of it. But after we do that, what are 
we going to do to insure that in future years we do not have a con- 
tinuing surplus and that if we do have a continuing surplus, it will 
not cost taxpayers of this country $7 billion or possibly $10 billion 
that is anticipated ? 
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I believe that agriculture is entitled to a subsidy. 

I believe further that each segment of our economy that may be 
sick or ill should, in the interests Sof the whole economy, be entitled to 
a subsidy in order to get it on its feet. But I do not believe that the 
farmers of this Nation want, nor do I believe that the taxpayers of 
this Nation can long continue, to pay any such sum as $7 billion or 
$10 billion a year to agriculture. I do not believe that the Members of 
this Congress will long continue to vote any such sum of money. I do 
believe, however, that the Members of this Congress will vote, for the 
benefit of agriculture, a reasonable sum if there is some foreseeable end 
to the payment of this subsidy. I believe they will give whatever is 
reasonable. 

But it is the responsibility of agriculture itself to come up with a 
program that will indicate to the taxpayers and to the Congressmen 
who are here from Philadelphia and New York and San Francisco, and 
the other metropolitan centers, whose constitutents are paying twice, 
first to pay the farmers a subsidy and, second, to pay higher prices in 
the market place because of it. It is up to us to offer to them a pro- 
gram that will show a foreseeable end to this large and unnecessary 
payment. 

That is the problem to which we direct ourselves. The answer is 
not easy. I do not propose to know all of the answers. But we have 
had and did have these last few years many, many discussions. Nat- 
urally, we could never get all people to agree. Disagreement is good. 
Exe eption is good. But discussion does bring out the viewpoints and 
ideas and the thinking of those people on the farms. And I say to you 
that the people in my district do not want these continuing large sub- 
sidies and that I do not believe that the farmers as a whole want it. I 
think I speak the mind of the farmers. But they do feel that they 
are entitled to help to get this present situation cleared up, a situation 
that was brought on largely through increased production during 
World War II. They do feel they are entitled to help to get their 
industry stabilized. 

What can be done? Well, first of all, two things have been tried. 

First, Secretary Brannan had an idea. It may have been a good 
idea; however, it was never put into effect. It was treated politically 
and I would say, brought into national disgrace because of the political 
attack that was made upon it. No one knows at this time whether that 
plan could or would have worked ; however, we did have incentive pay- 
ments uhder the Truman administration. If we are to presuppose that 
agriculture was in a healthy condition at the end of his administration, 
because of the fact that corn was bringing $1.64 a bushel, and wheat 
was bringing $2.50 a bushel and all of our troubles started at that time 
when the new policy went into effect, it would not be too difficult. But 
we must admit in all fairness, that even if Secretary Brannan remained 
in the Department of Agric ulture, he, too, would have had problems 
just as Secretary Benson } is having with the increased production that 

‘ame forward. 

However, the farmers in 1952 were sold on the fact that the ex- 
penditure of approximately $850 million a year was an excessive 
expenditure that they were boondoggling with the public funds and 
spending too much money to stabilize the agricultural economy. I 
personally believe that we could have gone along for many years 
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spending $850 million of the taxpayers’ money and not have had to 
apologize for doing so, that agriculture would have been entitled to 
it. If we had continued those policies we would have continued for 
some years in the future at least a stable economy on the farm without 
piling up too high a surplus. 

However, we abandoned those policies and we took on a program 
that I will not go into in detail except to say that the farmers in m 
district feel that the program administered by Secretary Benson is 
maladministered, that the President, in supporting the Secretary of 
Agriculture, is doing just as Truman was accused of doing, that he 
is supporting his friends too long and after loyalty should have 
ceased. That the President has Benson in power, and he is going to 
support him regardless of the consequences. They believe that he is 
stubborn and will not make changes, although the record and the 
facts show that his program has failed, is failing and is complicating 
the picture rather than aiding it. 

I have given you my views. I do not thing this committee wants 
punches pulled. Iam telling you what the farmers think and believe 
on the farm. The farmer who is plowing, the farmer who is milking 
his cows and the farmer who was voting in the last election and who 
will vote in 1960, and whether it be true or whether it not be true, 
from my talking to farmers in cow barn after cow barn and climbing 
fence after fence and talking to farmers in the field, that is the feeling 
and the thinking of the dirt farmer. 

I am trying, if I can, to create a mood here to show what they 
think of the program on the farm. They believe that the existing 
policies are unsound, unworkable, and not for the good of either the 
country or of agriculture. They have petitioned time after time to 
change and it has fallen on deaf ears and they have turned to the only 
recourse that they know, that of politics, hoping that there will be a 
change in the program that is being offered to the farmers. 

What type of program? We can’t criticize without offering some- 
thing in its place. We cannot just say, we are going to continue to 
pay out of the public treasury an unlimited amount of money and 
put the food in storage. Neither do I believe we can gear our Ameri- 
can agriculture to a foreign market. We must produce for domestic 
markets. 

If our land is producing more than it used to and we all know that it 
is, through technology, through the use of fertilizer and better man- 
agement, and if this trend is going to increase, as it appears that it 
will, rather than decrease, in the years immediately ahead, then our 
problem will become more complicated. 

Secretary Brannan tried one program. It was called incentive 
payments. Secretary Benson tried another program when he nae 
rated the soil bank with the consent and approval of both the Republi- 
can and Democratic sides of the House. 

The soil bank payment did not work, and the farmers did not like 
it. Yes, they accepted the payments but the farmers in my district 
that took these soil-bank payments out of necessity, did not take 
them because they believed in the soil bank or thought that it was a 
workable plan. They believed it was faulty in one respect. In my 
district you could rent an acre of land for from $12 to $15, good land. 
Some land goes as high as $18 or $20 but the bulk of it is $12 or $15. 
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But the farmers in my district were pois $74 an acre for not growing 
corn. They believe that that type of program was uneconomical and 
unsound and unworkable, because the payments made by the Gov- 
ernment were based not on the value of an acre of land but rather on 
what that acre of land could and would produce under the then cir- 
cumstances. It did not take into consideration that we regularly have 
crop failures and we had the situation last year where we had a 
tremendous drought in my area and where much of the corn ran 
from 15 to 20 bushels an acre, due to the fact that when the ears were 
forming, there was not a bit of moisture in the soil and there was 
nothing but what we call in the corn area “nubbins.” Those farmers 
who planted their farms and got 15 to 20 bushels to the acre saw those 
who put their land in the soil bank collecting $74 an acre, which is 
the amount they would have gotten if it had been the best type of 
season. 

Farmers felt that this was uneconomical and unsound. But of neces- 
sity they collected the payments but they wanted an end to that type 
of program if they could. 

Now Congress, I say, revolted because it refused to appropriate 
further money for the soil bank. However, they did vote money for 
the conservation reserve. 

What is happening under the conservation reserve? It was in- 
tended, I believe, to take care of marginal land, to take it out of pro- 
duction and put it into conservation practices. Well, the farmers in 
my area are renting their farms for 5 years or more to the conserva- 
tion reserve. Not the poorest farms but the best farms. I speak of 
the Clint Ellis farm in my home county of Racine, the kind of farm 
that is as fine a farm as we have there and as fine farmers as we have 
and which was recently rented to the conservation reserve at $22 
an acre for 5 years with the owner saying that he cannot make $22 
an acre on the farm and if he cannot make it, neither can a renter who 
has no financial security for the rent other than what he would 
make on the farm. And in the Government he has secured a renter for 
5 years. In addition, he can rent the second house out for $85 a month. 
What has that tended to do? It has put a floor on the rental values 
of land. In my area we have a lot of Holland people, the finest dairy 
people in the world. They have large families. These Holland sons 
usually have sons starting farming each year. They start by renting 
a farm and eventually buy it but they cannot rent a farm at $22 an 
acre and make it pay and these farm boys who are starting out are 
now finding it impossible to rent a farm because the rental price is 
too high. 

# These farmers are going into the conservation reserve. I under- 
stand that the conservation reserve is limited to 2214 million acres. 
If these two programs haven’t worked, what type of program will 
work? I come now to what I think is the nub of what I intend to 
propose. 

It is apparent that with overproduction you must either take land 
out of production which was tried through the soil bank, through 
renting it, or you must follow a Brannan type of program of feeding 
the people better after it is produced. Neither of these programs 
have worked or will be tried again. We must have something new 
such as the President called for in the state of Union message when 
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he says there must be a new approach to agriculture. If we must have 
something new, we must think big enough to lick the problem. This 
piecemeal approach to the problem always costs more than a frontal 
attack where you know what the cost will be and you are geared to 
meet that cost. 

If we have too much land in production, the answer is that we 
have to take some of the land out of production. Possibly years ago 
we homesteaded too much land to the people. Perhaps we should 
have kept it in reserve and title in the Government. Possibly now it 
will be necessary to take part of this land back into the Government 
reserves if we are going to lick this problem of overproduction. 

I contacted the Agricultural Department when I came to Washing- 
ton and talked to them and asked how many acres were in production 
more than was necessary to take care of the domestic needs of the 
country. Now I said in my campaign that there was something be- 
tween 50 million and 100 million acres of land in this country in 
production at the present time more than was needed to feed the 
people of this Nation. I, of course, did not have available to me all 
of the statistics that the Department of Agriculture has. I had 
editorials in my district, many good, some not good, but even the 
Jamesville Gazette that bitterly “attacked the program, did say in 
their final editorial that if 100 million acres were withdrawn from 
production, that the plan would work. And they were the paper most 
opposed to this type of program. 

The answer that was given to me by one of the liaison men for the 
Department of Agric ulture was that we had 80 million acres in pro- 
duction more than was needed. I had said 50 to 100 million. They 
told me that the first 50 million acres taken out from production would 
not make any noticeable effect but that every acre that was taken out 
after 50 million would have a real and a genuine effect upon produc- 
tion and the surplus and so forth. 

I said if it is going to take 80 million acres and if the Department 
of Agriculture knows that it will take 50 million before there is ¢ any 
appreciable effect upon the surplus, why then do you propose to the 
Congress and to the Nation a conservation reserve program that is de- 
signed only to take out 2214 million acres? Are we not throwing that 
money down the drain? Are we not spending it foolishly when we 
know if you take out the whole 2214 million acres, you will not make 
a dent in the farm surplus? To me that makes sense and to the 
farmers that makes sense. I admit we may not have as many facts 
as you gentlemen have but I can’t see doing something too small and 
too late ona problem. I liken it to the situation that existed back in 
1932 when President Hoover was in office. He saw the tremendou8 
number of home and farm mortgages that were in foreclosure or 
threatened with it. Hoover said: 

If it is a legal document and if it is in default, there isn’t anything that I can 
do to stop the foreclosure. 

And when President Roosevelt came into office, what did he do? 
He said: 

I am going to put the faith and the credit of this Nation behind the people 
of the country and I am going to buy up every distressed home and farm 
mortgage. 
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And he did. He created the Home Owners’ Loan Corporation and 
extended the Federal Land Bank and the Commissioner of Land 
Banks at a low rate of interest. He bought up every distressed mort- 
gage and he saved these homes and farms for the people of the coun- 
try. And it was for our welfare—came under the general welfare 
clause—of the Nation that he did that. 

We are faced with a similar problem, a vast huge problem similar 
to that which Roosevelt faced, Fat we are going at it in a piecemeal 
method. We are attacking it for the wheat farmers, with the con- 
servation reserve, and we are going at it small, each program cost- 
ing millions and millions of dollars and running this year into, I 
understand, $7 billion. Over $11 billion tied up in foods stored in 
the warehouses of the country. And yet our surplus continues to 
grow. Corn being sold at $1.12 a bushel. At $1.12 a bushel do you 
know what that means to the farmer on the farm? It means about 70 
cents a bushel. I will not take the time to detail it but I will show you 
where that farmer on the farm does not get over 70 cents and possibly 
under, for a bushel of corn that is pegged at $1.12. Sure, the proces- 
sors do. I will be glad to go into detail with you personally. 

The same thing holds true in other types of products. The farmer 
cannot produce corn at 70 cents. Yes, they are putting in all of the 
corn they can plant this year and the seed is all gone because there isn’t 
any other crop in the feed grains that will pay more. But that does 
not mean that corn is good or that they are going to make any money 
on corn. The farmers that are going to produce corn and sell it at 
$1.12 a bushel, if they get a good crop, and it takes 60 bushels to the 
acre or more for farmers to just break even. They can hold on. They 
can retain title to their farms. But they won’t make 10 cents. And 
the farmers know that but there is no other crop that they can put in. 

If we need to take out, gentlemen, 80 million acres from production, 
why don’t we attack the problem frontally? Why don’t we do as 
Roosevelt. did and expand the Commodity Credit Corporation, and 
issue bonds, just the way he issued home loan bonds, have the people 
of this country buy Commodity Credit Corporation bonds, and use 
the proceeds from the sale to buy up the excess farmland from these 
farmers who are being forced out anyway? We want to protect the 
family farmers. I think that is true on both sides of aisle. What 
can we do to protect the family farmer? But while we are all piously 
talking about protecting him, the administration of the present pro- 
gram is forcing them off the farm at the rate of over a million a year. 
What happens when he leaves the farm? Well, we all know. His 
farm is bought up by a neighbor, who then includes that farm in his 
and operates a larger farm, and he becomes larger, And it is bought 
up by a neighbor on a buyer’s market because there isn’t necessarily 
any existing market for that farm and he does not get enough in 
many cases to pay his notes at the bank plus the mortgage on the farm 
when he gets off, 

And it does not serve the purpose of taking the land out of produc- 
tion. When the neighbor buys the farm, he usually is a better and 
more successful farmer. And he follows better methods of operating 
the land, and asa result, in 1 or 2 or 3 years, has that farm producing 
probably twice what it produced under the former management. 

If that farmer is going to be forced off the land, would we not be 
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further ahead to take that land out of production through a pur- 
chase program? I would prefer a rental program. I don’t believe in 
large Government holdings. I don’t believe in a boondoggling sys- 
tem where the Government goes into the real estate business and puts a 
rop under real estate. I realize that there might be some boon- 
oggling. There probably was under the HOLC. But it was at a 
minimum, certainly, and it would have to be so administered as not 
to permit boondoggling. But if there is 80 million acres too many, if 
the surplus is going to continue, let us take the land off the market, 
The cost, I believe, would be in the neighborhood of $25 billion to 
buy up 80 million acres. 

But it would be a cost small in comparison to continuation of the 
paying of $7 to $10 billion a year for your present program. Where 
you are paying the $7 billion out and getting nothing in return and 
at least if you pay out $25 billion, you get the land in return, you 
can buy it on the payment of about $2 billion a year which is reason- 
able for the Members of this Congress to vote for rather than the $7 
billion they are now being asked to vote for. You can lick the prob- 
lem. You are taking land out of production. you are putting it into 
a true soil bank which will be held in reserve to produce if and when 
the need requires and need will as our population increases require 
this land to be put back into production. 

The CHatrman. You are making a very fine statement. Let me 
ask you one question. What would you do with the farmers who 
would leave the farms? 

Mr. Frynn. May I answer that, please? There are two thin 
that would happen. First of all, in buying the land our purpose is 
to take the land out of production. Not to take the people off the 
farm. The purchase would be handled by the same Commodity 
Credit Corporation that handled the soil bank and the measuring of 
the acres and so forth. And they would be permitted to rent these 
homes back to the present tenants. The home can be rented and they 
can remain. The land can be used for any purpose other than pro- 
duction—airports, subdivisions, or what have you, but it cannot pro- 
duce food or fiber. These people will do just as they are doing, any- 
way. They will, undoubtedly, work in the industry in the area. 

In my section, and I know that is true throughout the country, here 
is what is happening. They are not making enough on the farm to 
pay their mortgage and to live. So the husband is going into Mil- 
waukee or Racine or Kenosha and getting a job at Allis-Chalmers or 
American Motors, or one of the Case companies. And they are work- 
ing from 7 in the morning until 4 in the afternoon. And the wife is 
milking the cows in the morning and delivering the milk and doing 
the chores. He comes home in the evening and does the evening chores. 
That goes on for 3 or 4 years. 

The Cuarrman. Let me remind you of the fact that you already 
have about 5 million people out of work who are looking for the 
jobs that you are talking about but which do not exist. 

Mr. Fiynn. They are brought about because these people have left 
the farms. You have about the same amount of unemployment today 
that left the farm in the last 5 years or so. You have 1 million who 
left the farm last year. But your present policies haven’t stopped 
that. You have had a million a year leave the farm and you won't 
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have any more than that leaving them under what I propose. There 
will be no change. 


I would vote for a program that would keep them on the farm and 
producing. 

The CuHarrMan. If you take 80 million acres out of cultivation, 
you put the people out of work who are cultivating the farms and 
are putting them into the army of the unemployed. Fou dry up their 
purchasing porse and you, certainly, would have an impact on indus- 
try, on the farm machinery people, because all of the people that are 
now operating these farms aa not buy farm machinery and all of 
the other things. It looks like to me you would be solving one prob- 
lem and aggravating another problem. If you can find the jobs for 
the people in industry you would not have the problem. 

What you are talking about is the surplus. I have a man on one 
of my farms who works for the railroad shops in the morning. In 
the middle of the afternoon he comes home and he plants his crops in 
the afternoon. And he is the best worker I have had. He is still 
there. But, finally, he lost the railroad job. Now he is depending 
entirely on the farm. But everybody is not as fortunate as he was. 
Everybody on my farms cannot get a job in town. 

Mr. Latta. May I ask a question along the same lines? Taking 
80 million acres out of production would create a tremendous loss of 
tax revenues to the local government. I wonder how you would make 
up that loss to local government. We are very much concerned with 
that problem because in Ohio, we operate our local school systems 
from real property taxes. 

Mr. Fiynn. You are most gracious permitting me to take the time. 
I will try not to impose any further than I have to. 

I might answer the chairman’s question first. 

I might say that I do not believe nor do I believe the farmers believe 
that we are engaged in a farm program for the sake of protecting 
the manufacturers of fertilizer, or the secondary farm groups that 
live off the farm but not engaged in farming, those who supply farm 
commodities. These same people, when you get the big farms and 
the corporate farm—and we have some of them in our Titus aa 
find the owner of the large farm does not go to the village of 500 or 
1,000 people and buy from the feed store there. They go into Chicago 
and they buy in carload lots. And it comes out at wholesale. &, 
when the farms get big it is an end to the small economy in the small 
villages we have. Even though it has an impact on the fertilizer 
industry, then charge it to him, if we are going to support them, not 
charge it to the farmers. 

In answer to your question about taxes, sir, that would be handled 
this way: These farms even though they are out of production would 
produce certain revenue. They will produce certain revenue through 
the rental of houses that are upon them, through the sales of some 
land for other purposes such as airports, urban areas and the like, and 
you would have to set up, contrary to what the Home Owners Loan 
Corporation did, individual corporations so that the land would be 
taxable with the taxes paid by the branch of the CCC. 

Mr. Larra. The CCC would pay the taxes on it the same as the 
owners would. 

Mr. Fiynn. That is right, a the local corporation that is set 
up. If you do not do that, you will upset every local bond issue, 
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Mr. Horven. You meet yourself coming back there, do you not? 

Mr. Fiynn. No, sir; I would not. 

Mr. Horven. You would have the CCC pay the taxes? 

Mr. Fiynn. Yes. 

Mr. Horven. The CCC is an arm of the Federal Government. How 
do you figure it? 

Mr. Fiynn. But the taxes that we speak of are for local, not for 
Federal. When you have a bond issue for schools it is charged against 
the real estate and that remaining real estate, when you take all of 
this land out, could not afford to pay the bond issue for the schools 
and retire it. You have to be fair with those that stay and hold farms 
in the area. And there would be enough revenue coming from the land 
that the Government owns to pay the taxes. 

Mr. Poacr. I think you made a splendid presentation. If I follow 
you, you are telling us that if we would take 80 million acres of 
land out of cultivation that our income from the remaining land in 
cultivation would be substantially greater than it is from the cultiva- 
tion of the 350 million acres that we are now cultivating? 

Mr. Fiynn. I would say that I would keep for the first 5 years a 
support program for the farmers, so that they don’t go bankrupt im- 
mediately, but at the end of 5 years, during this time we weil have 
bought up the 80 million acres. Then I would take off controls and 
leave the farmer be a really free enterprise operator without controls. 

Mr. Poace. With the remaining acres that we would have, roughly, 
about 270 million, the farmers could make more money. Is what 
you are saying that they can sell the products from the 270 million 
acres for substantially more than they can sell the products from the 
350 million acres presently in cultivation ? 

Mr. Fiynn. I believe that is right. 

Mr. Poace. It has been proven right in every one of these commodi- 
ties. We know they are getting more money off of 16 million acres 
of cotton than they did off of 43 million acres. 

We know we are better off with 55 millions of wheat than we were 
with 85 million acres of wheat. 

And I think we will find out this year we will make more money off 
of 50 million acres of corn than off of 90 million. 

We are going to find that by producing only what we need that 
everybody is better off. 

The land values of the 270 million acres remaining in cultivation 
will be substantially higher and your entire income will be substanti- 
ally higher. 

We see that in the tobacco area. The tax value of tobacco lands 
today are substantially higher than if everybody in North Carolina 
could grow all of the tobacco that he could plant. 

Under your proposal we are not losing any money; we are not 
losing any tax value insofar as the local government is concerned. 
The land remaining in cultivation will actually produce more, and 
therefore, might well pay more taxes than the total now producing. 
Then there would definitely be some income from the retired acres. 
Probably the wildlife would pay the taxes. In many instances 
ranchers in the Southwest make more money off the deer hunting than 
they do off livestock. 
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Mr. Fiynn. I forgot that. You are right. I meant to mention that 
but I forgot it. 

Mr. Poacr. Further, if I understand what you are saying is that 
if the Government does not do this, that some neighbor, who is pretty 
well financed, is going to buy that land. 

Mr. Fiynn. Yes. 

Mr. Poace. The same number of people are going to work in the 
factories. You are not going to keep a man working on the farm 
because you keep his income down. You will drive him to town if he 
finally faces starvation on the farm. If he can’t sell his land to the 
Government, he will sell it to his neighbor. His neighbor is going to 
keep it in cultivation. 

Mr. Fiynn. Yes. 

Mr. Poace. The total production will still be so high that nobody 
is going to make a good living out of it. 

Mr. Ftynn. That is right. 

Mr. Poace. I think the gentleman is quite fundamental with this 
thing. How you go about reducing the acreage is, of course, a mat- 
ter 

Mr. Fiynn. I would prefer a lease, but I don’t think it will work 
and I do not think so for the reason that I do not believe there are 
enough individuals in this country that own land who can afford to 
live on the income from rent to take enough acres out. The man on 
the farm must either operate the farm to get an income to live on, or 
he must have the capital to go into some other business to pay his debts 
with. There are not enough farmers and tenant operators that would 
solve the problem. I do not think rental would work. I do not like 
proposing a program that gets the Government in a big vast land pur- 
chase program. But if there is no other solution, it is better than 
continuing to pay $7 or $10 billion a year. Here there is a foreseeable 
end. Twenty-five billion dollars will do it. We will pay $2 billion 
a year for that. 

The other Members of Congress who come from the urban areas 
would be willing to vote $2 billion for the next 15 years to take care 
of it because there is a foreseeable end. We have the asset in the soil 
bank. We can put it back into production when the population in- 
creases to produce the food and fiber that the Nation needs at that time. 

Mr. Poacr. With our program of buying submarginal land putting 
it out of cultivation we did a whole lot better job for the Government, 
and with a much smaller loss, than we have done with the acreage 
reserve program under which we lease acreage in most cases at an 
unreasonable price. 

Mr. Fiynn. I liken this to what President Roosevelt did. At that 
time to some Members of Congress it seemed socialistic, but it worked. 
It did not cost the taxpayers a dime. HOLC, when it went out of 
business, turned much money back. It taught us how to loan money 
at 4 percent. It taught us a lot of things but it did great good for 
the people. And this could, too, but it means spending $25 billion 
at one time instead of spending $7 or $10 billion a year. 

Mr. Poacr. One more comment and I will let you proceed. The 
gentleman may or may not be aware of the fact that last year a sub- 
committee of this committee—the livestock and feed subecommittee— 
brought out legislation attempting to take out of production a basic 
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20 percent with the possible increase of another 20 percent of the 
production devoted to feed grains. We proposed to do it by requiring, 
first, that 20 percent be placed in the soil bank and a abeonil 20 percent 
be brought out on an optional basis by using the surplus now in 
storage to pay the farmer to reduce production. 

That is, by giving the owner or operator of the land a substantial 
portion of what he could expect to produce on the land he had pre- 
viously cultivated, give it to him in kind, so that you would have no 
interruption or only a minor interruption in your feeding plans, so 
that you would not change the economy of a given area. 

Mr. Fiynn. Yes, sir. 

Mr. Poage. I think that the gentleman is talking along the same 
general lines that were recognized to be sound in the solving of the 
feed grain problems. 

Mr. Fiynn. I would have no objection to a program that would keep 
every farmer on the farm and take a percentage of his land out of pro- 
duction, which would answer the objection of the chairman. I don’t 
think it will work. I don’t think we can get all of the farmers to put 
their land—a percentage of their land—into the soil bank. 

I am interested in keeping the family farmer on the farm. And if 
we keep them all on the farm and take a percentage of each farm out, 
ending up with 80 million acres out of production, I would have no ob- 
jection to that. I question seriously that it would work. 

Mr. Smiru of Kansas. How are you going to get the 80 million acres 
of land, by the use of a club? 

Mr. Fiynn. We are living in a free country. We have no right to 
put any force upon the citizens of this country to compel them to sell 
that which they own. This must be a voluntary program, voluntarily 
entered into by the farmer. I believe there will be over a 5-year period 
enough farmers willing to sell their land because they are selling 1t now 
at that same rate and they will offer their land to the Commodity 
Credit Corporation because we are going to tie to it this economic club, 
if you will, that at the end of the 5-year period controls are coming off, 
subsidy is coming off. We are going to put the farmer back into the 
free enterprise business. 

When I was a boy on the farm the Government did not tell my dad 
what to plant or how many cows to milk. He operated that farm the 
way he wanted. That is what the farmers want today. They want to 
be boss of their own operation and know in 5 years that will happen. 
When they know that they will be truly free enterprise that this 
country stands for. And if somebody does not take advantage of this 
offer, those who are in a poor economic strata, they know that in 5 
years, if they don’t, and they all stay in the farming business, prices 
will drop so low they will attempt to get out. The same would put the 
acreage that they took at the rental price under the commodity pro- 

rams we have. It will be administered through the local Commodity 
Credit pursuant to formula adopted by your head office here in Wash- 
ington, a fair formula, not a formula that steals the acres from the 
farmer—that would give him a fair price, guarantee him a fair price, 
fair to him and fair to the taxpayer. ; 

Mr. Suirn of Kansas. Is the Government to take fee title to this, 
and he never has any right of redemption ? 
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Mr. Frynn. The farmer does not. Because if he has the right of 
redemption, if the prices get up, he goes right back in and produces, 
and back goes the price. The Congress will determine when the land 
goes back into production, in case of war or famine. They will sell 
it back or homestead it or whatever manner Congress may then 
determine, in order to get production from the land. 

Mr. Matruews. I have enjoyed the comments of our colleague. I 
believe there are certain facts that those of us, naturally, who have 
been on the committee for some time might have a better chance to get 
than our colleague who has been here only recently. There is one 
thing I do think is so important for all new members to understand. 
I believe most of us on the committee would not agree with you that 
the cost of these agricultural programs mount to some $10 or $12 
billion a year. 

Mr. Fiynn. Seven billion dollars. 

Mr. Marruews. For example, I have made a study this last week 
of the 1959 fiscal appropriations, and to the best of my ability, in 
analyzing these appropriations, I think about $1,800 million should 
be charged to national defense. Part of Public Law 46v is to relieve 
people in distress in foreign countries. 

We even subsidize the merchant marine to take these commodities 
to the foreign countries. We help the boys who build the big vessels. 

I think about $800 million should be charged to welfare. 

We have discussed here the last day or two the school milk program, 
milk for the institutions, the school lunch program, and the brucel- 
losis program to protect the health of our people. They will amount 
to about $800 million. There is half a billion dollars that is lent to 
FHA and REA and that money is repaid. Some of our friends 
in the city, very childishly and very unfairly, although they do not 
mean to be, will talk about all of these things as being the terrific 
cost of the farm program. 

Let us say about $1,800 for the price support program, but even 
there half of that money goes to pay the storage costs. While it is an 
indirect cost of subsidizing the farmer, believe me when I say earnestly 
that I think that just a very small percentage of about $7 billion 
last year actually went to the farmers. Certainly, not more than $2 
billion at the very outside. 

There is just one other observation, Mr. Chairman. I hold to the 
view that when we have these price supports that, of course, the tax- 
payer pays for the cost in taxes, but it does not have one thing in the 
world to do with what the consumer pays in the market place. And 
that is another great problem that we need to help our new mem- 
bers get across to our friends in the cities. The statistics prove, for 
example, that when the farmer gets less and less for his wheat, the 
consumer pays more and more for his bread. 

What it means is that when we do not have these price supports, less 
and less money goes to the farmer. He is pressed down and down 
and there is more for the in-between processors, while the consumer 
keeps paying more and more. 

I just want to point out those observations, Mr. Chairman, because 
I think it is very important that our public get that information. 

The CuarrMan. I think it is very clear. 
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Mr. Fuynn. Seven billion dollars is the amount and $11 billion 
is invested in farm produce. The cost is $7 billion a year. 

The Cuarrman, As to the amount invested in commodities on loan, 
are those loans secured by a first mortgage on the farm itself? 

Mr. Fiynn. Yes; that is right. 

The CHartrMan. Secondly, will the Government suffer a total loss 
unless you give it away. 

Mr. Fiynn. I was referring to the $7 billion he mentioned as the 
cost. It was not $12 billion. 

The Cuairman. It should be made clear more often throughout the 
testimony. 

Mr. Fiyny. I agree with everything that Mr. Matthews said, and 
particularly, the last part where he talked about the price going up 
to the householder while the farmer was getting less. I found that 
very hard to explain to the housewife in the urban areas. And, of 
course, we felt not knowing as much as you gentlemen do, that if 
there was actually enforcement of the antitrust laws this could not 
exist. 

Mr. Garuines. You put your finger on it. I wish to commend you 
for a good job this morning. I feel proud that you did this.. Of the 
total budget for the 1959 fiscal year for the Agriculture Department, 
44 percent is really for some other agency of the Government, either 
defense or for the Education and Health Department as the gentle- 
man from Florida stated. He enumerated many items. 

He brought out this morning one that I never heard before: the 
storage cost. They charge it up to the farmer. He missed one thing 
that benefits the consumer and that is the inspection service. The 
inspection service is of great value, a beneficial service to the people 
of this Nation. But the farmer does not get the advantage out of the 
inspection that puts the stamp on that meat. 

Mr. Friynn. Just like the Food and Drug Administration should 
not be charged to agriculture but to defense. 

The CHatrman. We will adjourn at this time, since the House is 
meeting at 11 a.m., today. 

(Whereupon, at 11:05 a.m., the committee adjourned.) 
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MONDAY, JUNE 29, 1959 


House or REPRESENTATIVES, 
CoMMITTEE ON AGRICULTURE, 
Washington, D.C. 

The committee met at 10 a.m., Hon. Harold D. Cooley (chairman) 
presiding. 

The Cuarrman. The committee will please be in order. 

I would just like to make a very brief opening statement concern- 
ing these hearings that we are now about to start. 

During this session members of this committee have worked long 
and hard in subcommittees. We have about 15 subcommittees and 
they have been meeting almost constantly since Congress convened. 

Take for example the labors of one subcommittee, the subcommit- 
tee headed by Mr. Albert, of Oklahoma. For more than 6 months 
that subcommittee devoted its time and attention to the problems of 
the wheat farmers, in appreciation of the fact that the wheat prob- 
lem is America’s No. 1 agricultural problem. The members dedi- 
cated themselves, their time, and attention to the plight of the wheat 
farmer. They met with disaster when the bill was vetoed, and now 
we start right back where we started earlier in the session. 

The same fate befell the tobacco legislation which I thought was 
noncontroversial and desirable. Both Houses of Congress thought 
both the tobacco bill and the wheat bill were desirable, but the ad- 
ministration differed with us. 

At least we can provide a forum in which the farmers and farm 
leaders of America and administration officials can appear publicly 
and express their views. I am not encouraged to believe we will be 
able to agree upon legislation which will be acceptable to the ad- 
ministration, but at least we can try. 

I want to thank Mr. Newsom of the National Grange, who is re- 
garded as one of the great farm leaders in America of our day and 
generation, for his untiring efforts and for his work with the sub- 
committees through the months. He is always available when he 
is called upon to make a contribution to the welfare of the farmers 
and to the general welfare of the public. 

I would like now to recognize our distinguished colleague from 
Mr. Newsom’s home State, Mr. Hogan. 

Mr. Hocan. Members of the committee, it is my pleasure to intro- 
duce Mr. Newsom, who is one of my constituents. He has a farm in 
my county. It is a pleasure to have him here with us this morning. 
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Mr. Newsom. Thank you. 

May I have Mr. Jackson with me? 

The CuarrmMan. Bring all of the supporters with you that you can 
muster. 

Mr. Newsom. I would have liked to bring our legislative counsel, 
Joe Parker, but as some of the members of the committee know, Joe 
is in Europe trying to further expand American markets for poultry 
over there, and I think has made as much contribution to that effort 
as anyone in this country. 

Now, Mr. Chairman, you in a very few words covered the first two 
or three stages of our statement, but with your indulgence I would 
like to say I think some of the things you have said are so tremen- 
dously important right now that it might be appropriate for me to 
restate them in my own language, and therefore I am disposed to 
want to read this statement as a preliminary to any discussion we 
may have. 

The Cuatrman. Yes. You may proceed in that way. 

Mr. Newsom. Even though the announcement of hearings on gen- 
eral farm legislation came at a time when the confusion, uncertainty, 
and frustration over failure to achieve needed modification in and ad- 
justment of Federal legislation with respect to agricultural programs 

ad reached a very high point, I, nevertheless, want to express genu- 
ine appreciation to this committee for reopening the subject matter. 
To do so, under these circumstances, evidences a faith and confidence 
in the traditional American political structure. I believe firmly, as 
I hope the members of this committee believe, that we must not 
quit trying. We must continue to discuss these problems and try 
to discover the real reasons for the differences of opinion, and then 
make up our minds, as Americans, what we are going to do about 
them. 

I would be less than honest if I did not confess to you that I am 
discouraged. I am disappointed very much over the fact that those 
of us in positions of presumed agricultural leadership have failed 
somehow to reach broader areas of agreement than has been demon- 
strated. Let us, therefore, first examine the possible reasons for the 
failure that we may try our level best to correct that situation. 
Surely it must be possible within American processes of discussion, 
committee hearings, diligent analysis of the problems (and their 
sources) to again chart progress. If we did not believe this, we 
would not even be grateful to the committee for calling these hearings. 
We do believe it. 

We of the Grange are trying to be relatively unconcerned over 
the matter of trying to fix responsibility for the general agricultural 
situation. The only really important question to be answered is 
what should be done about the situation now. We can only start 
now from where we find ourselves in mid-1959. 

It is, therefore, because we profoundly believe that the Govern- 
ment of the United States has comparable responsibility to farm 
families and rural Americans, with that vespensiidiicy that has been 
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clearly recognized and manifested with respect to other business and 
other labor, and with respect to investment and commerce that we 
firmly believe some definite standards or objectives of Federal farm 
legislation should be established. 

Before we attempt to set these goals out, however—even at the 
risk of making a seemingly needless statement of obvious fact—I 
would like to point out that many people may have failed clearly 
to recognize the fact that there has been a persistent and recurrent 
farm income problem in the United States ever since the early 1920’s. 
It is our contention that this farm income problem originally arose 
out of postwar conditions and adjustments as a result of World 
War I and our resultant change in relationship with the rest of the 
world. We would probably do well to point out to some of our fel- 
low Americans who may as yet have thoroughly understood its origin 
that the American farm problem originally generated itself in cot- 
ton, wheat, hogs, oils, and in general export crops. In other words, 
the origin of the farm problem in the 1920’s was clearly in changed 
world relationships so far as American farmers and their export 
markets were concerned in that post-World War I period. 

The members of this committee know full well of the old Farm 
Board approach and of the subsequent legislative approach in the 
early 1930's to “relieve agricultural distress.” Thousands of us were 
grateful for this relief. 

Even though there is a good bit of this story that we must try to 
get into the possession of our fellow Americans in order that they 
may understand our problem, it is clear they must understand it 
better than they do now. They may then realize that our current 
problem is not within agriculture itself so much as it is within the 
relationships between agriculture and other American labor and 
business. Even the most vitriolic critics of “Federal farm programs” 
do not normally presume that there is no injustice or lack of equity 
that needs attention. 

I get a little bit exercised, as I know the members of this commit- 
tee do, about the glib comments that come from places where the 
individuals who make such comments usually should know a great 
deal better than to presume that we are in danger of loss or cancella- 
tion of everything in the nature of a Federal farm program or in the 
nature of price or income support. If they would just stop and 
analyze these comments, they would know it is nothing short of idle 
chatter. We could not do it at this stage of the game without 
wreaking havoc on the Nation as a whole, not just on farmers. 

I think the fact that many people, some of them in very respon- 
sible positions, keep making statements of this kind should alarm 
every one of us because it clearly indicates they just do not under- 
stand what they are talking about in terms of the realities that this 
committee must confront in dealing with legislative modification. 

Unfortunately, however, there seemingly are several such persons 
who apparently believe that all we need to do is “gradually remove 
the effectiveness” of the programs under which we have been oper- 
ating for a period of time, and somehow or other—miraculously, per- 
haps—all will be well. It is not clear to me whether these people 
believe that the basic problem that generated the need of legislation 
has vanished or whether, perhaps, they believe that there was no need 
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in the first place. It is difficult for me to believe any other possible 
justification can exist, even in their own minds, for their conclusion, 
as to what should be done at this stage of the game. 

Our conclusion is that it is worse than sheer folly—in fact, it is 
tantamount to inviting national catastrophe—to talk glibly about 

“setting American farmers (only) free,” or “getting the Government 
entirely out of farming,” when nonagr icultural labor of the United 
States is protected by a very comprehensive e structure with respect 
to bargaining rights, job and wage security, etc.—and when non- 
agr icultural business is operating as benefactors of a vigorous policy 
and program, not only within the Department of Commerce, but in 
various other regulatory and administrative agencies. Farmers and 
rural Americans are no longer totally independent. 

Somehow we must get our contemporaries in agriculture and your 
contemporaries on the floor of the great House “of Representatives 
(and all other Americans) to understand that as farmers and rural 
families we are increasingly interdependent on our fellow Ameri- 
cans. We must get them to understand that their wages and prices 
become our costs. This, they must understand, is why American 
farmers cannot be expected to pay substantially more for their woven 
wire fence, for example, than they would have to pay were Belgium 
fencemakers permitted a completely free access to the U.S. farm 
fencing market—unless American farmers have comparable pro- 
tection or insulation from the destructive competitive effects of the 
free market to the protection enjoyed by the business and labor that 
produces fencing in America. The members of this committee know 
of thousands of such illustrations. Unfortunately, however, I’m 
afraid many of our fellow Americans, even some in positions of pre- 
sumed agricultural leadership, may not be aware of those 
illustrations. 

We shall not dwell on one obvious solution; namely, that of re- 
moving all economic institutions that raise American wage rates and 
price structures above that of the rest of the world. This argu- 
ment was settled in the first Continental Congress. We would not 
reverse that decision now, even if we could. I believe firmly, how- 
ever, that American farmers could be as well off in a completely 
free American economy as could any other Americans. The level 
of living for all Americans, however, under such imaginary circum- 
stances does not recommend further analysis of this possible solution 
to my farm price-cost squeeze. 

For these reasons and others, the Grange has constantly believed 
that we should establish a set ‘of general principles, or cuides, for 
farm programs (in the plural, I remind you), and that then we 
should design individual commodity programs within that general 
concept, which we refer to as the Gri ange domestic parity concept. 

We should make it clear to our potent ial supporters outside agricul- 
ture that even though many of the provisions of the basic legislation 
broadly provided in the Agricultural Adjustment Acts of 1933 and 
1935 have served well, that we recognize that this legislation was not 
designed to meet the present cireumstanc es in Ameri ica, nor the con- 
ditions in the world as thev have evolved since the Korean war. 

It is the firm hope of ali of us that we shall at long last prove that 
it is possible to avoid major war. If we do prove this, we will avoid 
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the kind of disrupted production patterns, as well as market patterns, 
that have alternately generated and then relieved (or at least altered) 
our farm problem conditions over the past quarter of a century, and 
more. The legitmate function of the present type price-support pro- 
gram on w heat, for example, in the United States has changed within 
the past few years. 

I say the legitimate function, the function that compels that we 
retain it, has changed within the past few years, 

That price- support structure was originally conceived as a mecha- 
nism of doing something constructive for American wheat farmers— 
incomewise. 

Under present circumstances this support alone cannot serve Amer- 
ica nor American farmers well—incomewise—for the very simple 
reason that as we attempt to raise the support level to raise income, 
we shrink markets, and as we attempt to lower the support level in 
the hope of approaching a normal market and use pattern for this 
same commodity, we obviously and certainly reduce income—at a 
time when neither the Nation as a whole nor her wheatgrowers can 
afford this kind of reduction. 

The wheat problem dilemma through which the members of this 
committee ¢ vet many of the rest of us have been passing recently is 
clearly the product of unwillingness to recognize that total emphasis 

cannot be ike ‘ed on only one objective. It is necessary to take account 
of the level of income of American farmers, as well as of the necessity 
of achieving or restoring a normal-use pattern for the commodity. 

The common goals or objectives which the Grange would seek to 
serve by the various commodity programs, each of which programs 
would employ such mechanics or devices as would clearly fit the 
production and marketing circumstances affecting such commodity, 
would wo 

. Obtam parity income to producers: We emphasize parity 
a income—not parity prices. Parity income should provide 
farmers a return—for their labor, management, risk, and invest- 
ment—in reasonable relation to that returned for these factors 

in other segments of the economy. 7 
2. Get farm income from users of farm products—not tax- 
payers: Americans have both a moral and economic obligation 
to pay an American price for U.S. farm products which they 
use or consume, just as American farmers have a moral right te 
pay an American price for the woven wire fence that I ‘spoke 

about a minute ago. 

However, individual taxpayers have no obligation to subsi- 
dize total agricultural production and then pay an additional 
subsidy on that portion not consumed through regular private 
trade channels. 

3. Encourage a continued program of abundance: During 
normal periods a a program of abundance must involve agricul- 
tural production in excess of current market demands. A safe 
surplus or reserve is necessary, both for the protection of the 
consumer and for national security. Surplus production pro- 
viding this reserve should not be permitted to set the price for 
the total as it tends to do when Goverment owns large stocks. 
When this happens, producers are actually subsidizing those who 
use their products. 
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4. Increase producer bargaining power: The Grange believes 

that farmers are entitled to bargaming power cathparebhs to that 
enjoyed by labor and business. Farmers are both. Our pro- 
grams would, therefore, seek to place the responsbility for, and 
the control of, excess production in the hands of producers 
themselves. 

5. Provide producer-managed marketing programs: Through 
legislation, Government has helped develop the bargaining 
power of labor. Other Federal laws often enable business to 
regulate and control the production and marketing of its prod- 
ucts and services. Likewise, Government should provide the 
framework for producer-managed commodity ied pro- 
grams where necessary to enhance producer bargaining power 
and to deter the accumulation of price-depressing stocks in the 
hands of Government or other nonfarm groups. 

6. Provide self-help opportunities: The cost of farm pro- 
grams should be borne by producers to the extent that benefits 
accrue to producers. These programs should provide the frame- 
work for market expansion tools—financed, controlled, and 
operated by producers. 

7. Use special economic devices in getting farm income from 
consumers: To offset any disparity between farm and nonfarm 
income the Grange would augment farm income on a commod- 
ity basis through the use of such economic devices as import 
duties, processing taxes, domestic marketing certificates, market- 
ing orders or agreements, and others which may be appropriate. 
Payments from such sources would apply only to that portion of 
the production necessary to fill each producer’s pro rata share 
of the domestic primary need for a commodity. (In some cases, 
such payments would apply to the pro rata share needed for 
primary use only—as we propose for wheat, for example.) 

8. Expand agricultural exports: We would leave U.S. pro- 
ducers free to compete fairly—on the basis of efficiency and 
quality and without subsidy—for position in the world market. 
Conversely, we would permit foreign producers to compete with 
American farmers—instead of with U.S. Treasury. This would 
eliminate dumping programs wherein U.S. taxpayers pay for 
the “destruction” of private trade and initiative in selling farm 
products. 

Our most significant recent failure to achieve further progress in 
the direction of getting an array of programs that would serve the 
above eight objectives, came about as a result of our inablity to get 
the Department of Agriculture to give even a slight hint that favor- 
able congressional action on our wheat certificate proposal would 
receive serious and objective consideration from the administration. 
We feel that there is ample evidence, however, that the vast major- 
ity of the members of this committee, as well as of the Senate 
committee, are deeply sympathetic with our objectives and purpose. 

We would probably all do well to remind many of our fellow 
Americans that a rather substantial progress has been made in the 
direction of the above objectives in programs that do conform thereto. 
Such programs include many marketing orders and agreements 
presently in operation. 
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The sugar program has operated very successfully since 1936. It 
certainly falls into this category. 

The Wool Act has increased producer income, reduced Government 
costs, eliminated Government wool purchases (including stocks pre- 
viously acquired). It has returned wool marketing responsibilities 
to private trade. It has encouraged quality production and improved 
marketing procedures. And it has provided producers with a self- 
financed mechanism to expand the domestic market for wool and 
lamb. 

Clearly, the pattern is beginning to take shape. Somehow we must 
induce our contemporaries and fellow Americans to recognize the 
pattern. 

In previous testimony before this committee, various representa- 
tives of the Grange have outlined and advocat ed programs for dairy 
producers, cotton, wheat, feed grains, and rice, as well as the turkey 
stabilization program which we advocate and other proposals. Suffice 
it to say here that in corn and feed grains, as well as in livestock 
problems, serious potential income problems are generating. Legisla- 
tion not predicated on the fact that in corn and feed grains our 
problem is actually basically one of artificially distorted Speers 
patterns poses a real serious problem ahead. In some of the other 
commodities mentioned above our problem is basically that of trying 
to achieve a reasonable level of income out of our primary American 
domestic market, without using the power of Government in such a 
way as to completely destroy our own access to international markets 
and at the same time create economic aggression on the rights of pro- 
ducers and the rest of the world. 

I would like to say, Mr. Chairman, I have occasionally opportuni- 
ties to discuss these problems in some international circles, and to 
try to defend some of the things we have been compelled to do, some 
of the actions that the Congress has been compelled to take to 
authorize what to all intents and purposes are actually dumping pro- 
grams if you look at them from the other side rather than from the 
American side. It is just impossible to defend them except that we 
have to do it for a short period of time. I become seriously dis- 
tressed, however, about the growing indication that this type of thing 
is coming to be regarded as a permanent part of our structure. It 
does not need to be if we follow the pattern that I think we are trying 
to lay down. 

These are reasons that we must determine the broad pattern, and 
then draft individual commodity programs within such pattern which 
will achieve the objectives. In our opinion, such objectives should 
be— 

Raise net farm income rather than lower it. 

Drastically reduce Government farm program costs. 

Restore to private trade the handling and sale of farm products 
and stop U.S. promotion of state trading. 

Permit competitive sales in world commerce without taxpayer 
subsidy. 

Allow competitive efficiency—instead of Government controls— 
to determine farm production patterns. 

Retain for producers the responsibility for the control of 
surpluses. 
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Assure farm operators a maximum degree of freedom in the 
management of their own business, by shifting effort to influence 
marketing rather than attempt to control production. 

Permit price to serve its functions in the marketplace. 

Let me again assure this committee that we are not only willing— 
we are dead earnest and extremely anxious—to cooperate with this 
committee and with all others that are dedicated to the task of modi- 
fying and improving the legislative structure influencing American 
agriculture and farm families. It is my earnest hope that somehow 
we can all rise above any long-established prejudices against any or 
all particular devices which may have been proposed, or may have 
actually been tried and found to be misfits In some given cireum- 
stances, but which may have great value if and when properly applied 
and in the right place. 

We must somehow carefully define basic equity among Americans— 
be they rural or urban—in terms of expanded individual opportuni- 
ties—politically, economically, and socially. 

We must distinguish between freedom and licentiousness, in terms 
of individual opportunity—and its expansion rather than restriction. 

If we may quote Disraeli, we would like to express the hope that 
all of us within agriculture may come to realize that “it is much easier 
to be critical than to be correct.” 

We want to express our appreciation to this committee for reopen- 
ing the important subject matter, even in the heat of dissension and 
controversy. The voice of reason is more to be regarded, especially 
under present circumstances than any bent or personal inclination, 
It is my firm hope (and I know it is your determined purpose) that 
such a voice of reason shall be heard in these hearings. 

The Cuamman. Thank you very much, Mr. Newsom, for your fine 
statement. I want to thank you again for all the help that you have 
given to this committee and for the splendid manner in which you 
and your associates have cooperated with the various subcommittees 
which have been trying to solve these problems. 

I should like to make one or two observations about your statement. 

It is a fine statement, but it has occurred to me that we might adopt 
the program you suggest more easily if we could start it under more 
desirable conditions. You realize we have $9.5 billion worth of com- 
modities hanging over the market. We have tried in every way we 
can possibly think of to dispose of those commodities. There is no 
need for me to remind you that the Secretary of Agriculture can sell 
them for dollars, can barter for strategic materials, or can give them 
away, but every harvest aggravates our surplus problem. No one has 
offered to this committee any satisfactory solution to the surplus 
problem. As I said, we have tried to dispose of the surpluses. If 
we cannot dispose of them, we add to the surplus every year. 

I cannot think of any better way to control surpluses than to control 
production of the particular commodities. 

I realize the President pointed out two ways to deal with this 
problem in his special message to Congress. One was a free and 
expanding agriculture. I do not believe anyone with any knowledge 
of what has happened in the past would believe that freedom for 
the American farmer would mean prosperity for the American 
farmer, nor do I believe that anyone really believes that freedom 
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would dissipate the surplus. We hear Mr. Benson say, and you have 
heard him say, that we need a free and expanding agriculture. We 
have expanded all over the face of the earth. We are breaking out 
at the seams. 

The majority of the members of this committee and the majority of 
the Congress selected the other avenue suggested by the President, 
which is a substantial acreage reduction—in wheat, 25 percent the 
first year or over a period of 2 years. We cannot lose sight of the 
welfare of the farmer, so we upped the price support. Even though 
the President accepted price support along with the 25 percent re- 
duction in acreage, he apparently rejected the compromise which came 
out of the conference which was 80 percent price support and 20 
percent reduction in acreage. 

We can talk about prices. You and I know what to expect if we 
were to pass the bill just as you present it. It would be vetoed. It 
would be vetoed by Mr. Benson to start with. That leaves us right 
where we are. 

As I said in my opening statement, I am not encouraged to believe 
that we shall be able to deal with the surplus problem. I believe we 
have an immediate problem about which we must do something. 
Wheat and grain will not keep forever. We have our Liberty ships 
stacked up at Hampton Roads and other places. ‘The wheat has been 
there for 5 or 6 years. I am sure it will deteriorate in a matter of 
time. Whether it deteriorates or not, we are living in a hungry 
world, as everybody knows and admits. Yet we are woefully lacking 
in the arts and techniques of distribution and what we can do about 
this problem. 

Have you any real suggestion, first, as to how we can get rid of the 
present surplus, and then how we can prevent a recurrence of the 
problem which faces us? Those are the two problems we have. 

Mr. Newsom. Mr. Chairman, my major concern with what you 
have just said is that I am so substantially in agreement with what 
you said that I have been trying to figure out where I might have 
said something which led you to believe that maybe I was not in 
agreement with you. - 

The CHarrman. No. As I said, you made a fine statement favor- 
ing drastically reducing the Government farm program costs. I 
agree with that. I would like to do it. How can we do it? That 
is the next question. 

Mr. Newsom. I think probably it is a matter of emphasis as to 
the ultimate objective toward which we want to move and the method 
by which we get there. 

This is frankly where we had to take some issue with our friends 
in the Wheat Growers Association. 

You will recall that their current version of our domestic parity 
proposal advocated discarding all acreage quotas. We do not think 
you can do that under present circumstances, and we were a bit hesi- 
tant to be compelled to make that kind of a statement because this’ is 
another evidence of the disagreement between agricultural people 
that some of the boys like a jump on to as reasons for not getting 
progress. 

I mention this only as an illustration of how we recognize the 
truth of what you said. Frankly, this is the reason I made the state- 
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ment in the earlier part of the testimony here, that we are going to 
have to start from mid-1959. 

In my opinion it would be tremendously easy if we could go back 
to 1952 and start our wheat program in operation, for example, but 
we missed that opportunity. We do not have it, so we will have to 
try to work out of this one. 

In answer to your question, Mr. Chairman, I would like to say 
that all you have to do is to look at the scale of prices fixed by govern- 
ments around the world. We started to talk about wheat because 
it is the one recently in the minds of us both, I imagine—but if you 
look at the prices of wheat in various countries around the world 
and remember that nearly 100 percent of all the wheat that is pro- 
duced in the world is produced under some sort of a government 
pricing program, I think then it will become readily apparent that if 
we could provide ourselves with a program that will do what we in 
the Grange think our program will do, and that is permit wheat 
to move at normal competitive prices 

The Cuarmman, Let me interrupt you right there. I think this 
committee will agree with that. We reported that bill out once or 
twice, I believe. 

Mr. Newsom. That is right. 

The CHamman. It was defeated on the floor every time. 

Even if you had that program for the future, what will we do with 
the $314 billion we now have invested in wheat? 

Mr. Newsom. I am coming to that. We will have to make up our 
minds we have a substantial loss in this program. I think all of us 
in this room will agree with the present that the destruction of food 
already in being is unconscionable. We will therefore have to find 
a way to let it flow out. 

The point I make is that if we can provide a firm assurance to the 
rest of the world that our wheat will be available in the international 
market, something in the neighborhood of whatever price the Secre- 
tary feels he can drop to, and I do not concur with some of the 
statements that were made in the Department of Agriculture that 
you can drop it down to 10 cents above the price of corn because I 
did not ca our State Department would permit it, I did not think 
our mora] and political as well as economic relationships with the 
rest of the world would permit it, but somewhere in the neighborhood 
of 60 to 62 percent of parity would, we can probably live with that 
kind of a program if we had our kind of mechanism to protect the 
income of wheat growers. 

My point is, Mr. Chairman, that if France, for example, who actu- 
ally has become a wheat exporting nation, and the same can be said 
to be true with respect to a few other nations around the world, were 
to be assured that wheat from North America would be available at 
this price, then over a period of time—I don’t know how long it will 
take because I think they might do it faster than some of us realize— 
they might raise the question as to whether or not they could continue 
to guarantee a substantially higher price for French produced wheat 
if, as I said, we demonstrate that we are going to be able to stay out 
of war dislocations. This is the opportunity. 

They might reasonably well decide that they can reallocate some 
of their own resources and start producing something more efficiently 
than they can wheat at that kind of a price level. 
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I am saying, Mr. Chairman, there is no quick and easy way out 
of a situation which we have gone into over such a long period of 
time. We have to work our way out. 

The Cuarrman. You know what happened to cotton after we low- 
ered the price of cotton on the world market. Mexico lowered its 
prices further, with a resultant cutthroat competitive situation in 
the world market. 

As a result now there is no profit to anybody, and losses to the 
taxpayer. 

Then there is the question of dumping, which arises every time 
we talk about international trade. 

In this immediate situation—the wheat problem—the same situa- 
tion could arise. 

Mr. Newsom. Let me speak to that particular point. It occurs to 
me that the major difference between this committee, for example, 
and ourselves, too, and the administration has come over the fact 
that by our standards, at least, and I put us in the same category as 
the members of this committee right now, the administration has not 
taken due cognizance of the necessity of doing something construc- 
tive about farm income. Other than farm income considerations 
which are of prime consideration to us we probably could reach peace 
terms with the administration proponents here of a gradual reduction, 
except that the gradualism is not too valuable in this case because it 
does not get us where we need to go fast enough. 

The CHatrmMan. What do you think will happen to the corn 
farmer’ He has his freedom. In 1959 he has all the freedom he 
wants. You do not think he will solve his corn problem just by 
having his freedom, do you ? 

Mr. Newsom. I have already indicated that I am terribly appre- 
hensive about the situation in our own Corn Belt. I am basically a 
corn producer, and I think we are headed for some real serious 
difficulty. 

Part of it is generated by faulty legislation. Part of it is gener- 
ated by a failure to recognize that you cannot free corn farmers, 
to use the expression that you have just quoted, under present 
circumstances without getting ito this kind of situation. 

The CHamman. You mean they could not choose whether they 
wanted control? You refer to the last referendum ? 

Mr. Newsom. Yes, which actually gave to me as an Indiana corn 
farmer the privilege of voting whether or not I wanted to get my sup- 
port price raised by a few cents a bushel as a noncooperator of the 
corn program and not even have any acreage allotments, or whether 
I wanted to stay with the program where hee was a slightly lower 
support price level. The result of that election was a foregone con- 
clusion before the referendum was ever held it was an unsound piece 
of legislation, and frankly we got into that situation because of our 
failure to correct wheat and cotton programs which were contributing 
to the feed grain situation, and then we did this fool thing which just 
magnified the impact and moved it up a great deal faster than it 
would ever otherwise have been. 

The Cuairman. What did you think of the provision in the wheat 
bill which took the land out of competitive grain so that it would 
remain idle for the next few years if not planted with wheat? 
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Mr. Newsom. Frankly, we told the Wheat Subcommittee that we 
had such great respect for the effort they had made that we were 
really embarrassed to have to take issue with that proposal. 

That proposal did not offer any real promise in our opinion. 

To be perfectly honest and candid with you about it, I am a little 
embarrassed to have to sit here and say what to some of you may 
sound like—you have to take our program or we will be against 
anything. 

The CHatrman. We know that. 

Mr. Newsom. I am saying to you that I have not yet seen any 
prospect of improving the farm income situation of whe ~atgrowers or 
moving toward a normal wheat pattern in production as well as mar- 
keting and use and at the same time reducing Government costs 
except in the kind of a program that we advocated, and we just 
simply could not suppert the committee provision, because even 
though we are deeply sympathetic with the idea that in order to 
meet the administration request for more rigid controls, or more 
effective controls, or meet apparently the seeming urgency of more 
effective reductions, the committee felt compelled to try to raise the 
price on that which will be produced to balance it off, it still would 
have moved us further away from the objective that the Grange 
believes we have to seek in getting wheat to move into nonprimary 
uses at what the market will pay and still not sacrifice the } Fan 
human food market wherein I believe our only real source of income 
for wheat growers exists. 

The CHarrman. If you take 14 million acres out of wheat, and 
permit the same 14 million acres to go into production of other com- 
petitive grains, you are just aggravating one problem while you 
alleviate the other. 

Mr. Newsom. That is only partially true. As a matter of fact, 
I have to stretch it a little bit to concede that it is partially true, 
Mr. Chairman, because I have raised some wheat, though I am 
basically a corn producer. I would say nobody has been able to 
convince me yet that we would increase our total feed grain supply 
by putting more acres in wheat. I think we would do exactly the 
reverse. 

I have always been able to raise more feed grain on a given num- 
ber of acres in something other than wheat 

The CuarrmMan. But if you take out of circulation 14 million acres 
of wheat, as provided for in the bill we reported, and which the 
President vetoed, and you have no cross compliance with the pro- 
vision at all, those 14 million acres of wheat would be planted in some 
other grain, would they not? 

Mr. Newsom. Yes, but even if it were put in some other grain we 
would be aggravating our total feed supply. 

We will not find any fault with the Committee’s intention of im- 
mobilizing that 14 million acres. As a matter of fact, I think in the 
adjustment from where we are to where the Grange feels we would 
like to go we probably will have to do a certain amount of this kind 
of thing. 

So long as we attempt to do it and still maintain a policy of de- 
pending totally on government price support of the nature that we 
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have now as a means of doing something about farm income, we are 
running down a blind alley. 

The Cuatrman. I know there were some Members of Congress who 
did not approve of that payment in kind provision and did not think 
it was proper. 

Mr. Newsom. I didn’t find any fault with that feature of the bill. 
The payment in kind was right. One of the mechanisms we em- 
ployed in our own feed grains program. 

The Cuamrman. I did not see your objection to the provision. 

Mr. Newsom. My objection was going up to the 80, 85, or 90 percent 
support level on all that was produced. 

The Cuarrman. You think there should: have been more flexibility 
in the price eo provision ? 

Mr. Newsom. I don’t think we can ever get out of the wheat pro- 
vision unless we make up our mind that on anything above the human 
portion of the wheat crop we cannot pay any higher than a figure at 
which the wheat will go into feed use. 

The CuamMan. We are r ight back where we started, and that is the 
parity program. 

Mr. Newsom. That is right. 

The Cuatrman. I can understand your position now. 

Mr. Newsom. All I can say, Mr. Chairman, is that I would like to 
see this committee not be concerned for the moment about what the 
President would sign or what he would veto. 

The Cuarrman. We have to be concerned, because in all probability 
he will not sign the bill. I will try anything that I think will improve 
the desperate situation we find ourselves in now. I am willing to 
consider even drastic measures, and I am willing to approve Mr. 
Poag’s idea of directing the Secretary to make long-term commitments 
in world markets to sell at a giveaway price the surplus we now have, 
and do everything we can do to prevent the surplus problem from be- 
coming aggrav ated year after year after year. But we are stymied 
and we cannot move. We cannot move on Mr. Poage’s suggested 
program. 

Mr. Newsom. I do not believe there is one bit of use for this com- 
mittee to send to the White House something that you do not have rea- 
sonable confidence in any more than there would be use for the master 
of the Grange to come here and agree to something that I don’t have 
faith in. 

I think sooner or later that this committee and all the rest of us in 
agriculture will make up our minds what it takes to do the job. 

If one President vetoes it we will eventually find we either have to 
fix it in terms of what it will take to do the job and not in terms of what 
a President will sign, or we may eventually have a President that will 
sign it. 

Let us make up our minds what will work. 

Mr. Horven. Mr. Newsom, I want to compliment you on a very fine 
statement, and I want to joint the chairman in expressing deep ap- 
preciation to you for the splendid cooperation you have given this 
committee throughout the years. 

You made a very profound statement in your general presentation, 
where you say that you as master of the “Grange are disappointed 
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over the fact that those of you in positions of agricultural leadership 
have failed somehow to reach broader areas of agreement. 

In that statement you really hit the nail on the head. How can 
American agriculture expect the Committee on Agriculture to reach 
any kind of an agreement which actually will solve a distressing 
problem as long as the leading farm organizations of this country 
are at loggerheads ? 

After you made that statement, with which I wholly concur, you 
wind up by saying that the Grange domestic parity concept is the 
answer. 

Are you willing to compromise? Are you willing to sit down with 
other farm organizations and work out legislation which is realistic 
and which will help in getting rid of surplus agricultural commodi- 
ties; a program which will cost less than the present program, and 
a bill which can be enacted into law? 

Mr. Newsom. We have been trying that consistently. If we didn’t 
believe in it we would not be trying it. 

I would like to say one other thing to you, though, as a member 
of a congressional committee—I do not believe that any member of 
the committee is at liberty to presume that no congressional action 
can be taken until all of the farm organizations reach entire 
agreement. 

This will sound like it is a little harsh, but I do not know how to 
say what is in my mind except to say it plainly and bluntly. 

Mr. Horven. I would not insist on that, Mr. Newsom, and my re- 
marks should be considered very impersonal. Let me call your 
attention to the way labor unions operate. When the chips are down 
they stand together on raising the minimum wage, or whatever their 
particular problem may be. Through unified action, they get results 
in the Congress. 

We have worked hard on farm legislation. We listen to repre- 
sentatives of the different agricultural groups who come before us 
with their own particular proposals. Then they expect the commit- 
tee to resolve the differences and to present a bill which can be enacted 
into law. 

The wheat problem is serious. 

We want to know how to reduce the surplus? Do you have the 
answer ? 

Mr. Newsom. You are going to reduce it first of all by making it 
possible for it to be used within a normal market pattern; and, 
secondly, by changing the situation that continues to put the surplus 
production in the hands of Government, which is the poorest place 
in the world to get it used. 

Mr. Hoeven. We have tried to find every possible outlet for sur- 
plus agricultural commodities. We have reached the saturation 
point in many respects. 

We have a very difficult situation whenever we attempt to get rid 
of large surpluses in foreign countries. Public Law 480 is doing a 
magnificent job in my estimation. It should be extended and I am 
heartily in accord with the objectives of that legislation. 

Again how are we going to cut down on the costs of the storage 
program? In other words, where do we start ? 
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Mr. Newsom. You have opened up three or four questions. I 
would like to get back to the one that you apparently were about to 
leave but which I am not willing to leave, where you and I left it a 
moment ago, and that is the matter of agreement among the farm 
organizations, or actually agreement between the administration and 
the majority of the Congress which amounts to virtually the same 
thing. 

The real] source of disagreement is, in my opinion, based on whether 
or not the classic economic theory that you can restore or achieve a 
balance between use and production by simply driving price or income 
of the producers down to the point that you get that adjustment is, 
I think, the point at issue. 

I think the members of this committee and the members of the 
Congress in general will have to make up their minds whether we 
are going that route, which, as I understand it, is basically the route 
proposed by the Department of Agriculture on this point, or whether 
you are going the route that the Grange or some other of our 
contemporary organizations advocate. 

I believe this is your responsibility as members on that side of the 
table in this particular case. 

It is our responsibility to come up here and say what we honestly 
believe, and if we have to differ by reason of the policies of our 
organizations, our organization says we want to preserve a maximum 
amount of the family ownership-operator-management pattern in 
agriculture, this is what we will say as long as we represent the 
Grange. 

There are people who are saying farming no longer is a way of life 
and it must henceforth be only a way of making money. 

This is not our policy. What the members of this committee, Mr. 
Hoeven, decide shall be the policy motivation of reports from this 
committee is one that we can only try to influence. 

Mr. Horven. Where shall we look for guidance? 

Mr. Newsom. I think you have to look to all of us and make up 
your mind in your own best judgment as to who is right or wrong. 

Mr. Hoeven. You bring us right back where we started. The 
Grange presents a program which they believe is the solution of the 
farm problem. 

The Farmers Union has other proposals and the Farm Bureau also 
has its own ideas. 

Other farm organizations also have their own views. 

Can those differences be resolved in any way or are we just to listen 
from year to year to the different proposals of the farm organizations 
and then try to resolve the differences for ourselves ? 

Mr. Newsom. I believe that is right. That puts a lot of responsi- 
bility on this committee, but 

Mr. Hoeven. Don’t you think there is also some responsibility on 
the farm groups to get their heads together, and thus effect and area 
of agreement ? 

r. Newsom. There is, of course, some responsibility. All I can 
say to you is that we are working on that, but there are limits beyond 
which apparently none of us can go in the matter you discuss. 

I want to call you back to another statement you made. You made 
some comparison between the difference of opinion within agricul- 
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ture and what you referred to as the unanimity of opinion in or- 
ganized labor. 

I would say to you, frankly, that there is a good little bit of food 
for thought in this comparison, but this is probably the reason that 
America is now concerned as a whole, and you as Members of Con- 
gress are concerned as a whole, about whether the rest of the Con- 
gress is going to have to be more and more concerned about a rising 

cost level than the rest of the Congress is concerned about rising 
price levels. 

I do not think very many people in Congress or elsewhere in 
America generally are concerned about the farmers getting too much. 
They are concerned about some increased mar gins of cost. 

Maybe all of the wisdom is not to be found in the w ay our labor 
problems have been solved. Maybe we could do a little more in the 
direction that labor forces are doing in reaching agreement on this 
side of the table. 

However, I am unwilling to assume that their pattern is one we 
ought to follow in agriculture. 

Mr. Hoeven. I am not saying that, Mr. Newsom. I think there 
is an area where we can start and agree in working out our problems. 

I do not want to belabor the point. I just want to ask one more 
question. In your statement you mention certain common goals and 
objectives. Did you mean to omit new uses for agricultural com- 
modities? I see no reference to it. 

Mr. Newsom. This is what we can get within a structure where 
price is dictated by the use, the user, and the purpose for which he 
will use the product. 

In other words, we can get increased utilization of that sort if we 
will stop depending on a Government support level for income to 
the point that we continually put the products out of reach of these 
other uses. 

Mr. Horven. But you do think there is a fertile field in exploring 
the possibility of new uses for agricultural commodities ? 

Mr. Newsom. We think this field offers real promise. It is not 
a cure-all, but we want to permit it to operate. 

Mr. Hoeven. Will you agree with me when I say more emphasis 
should be placed on marketing and distribution ? 

Mr. Newsom. I expect we would have to discuss that one before I 
would be sure that I could agree with you. I frankly think more em- 
phasis has to be put on utilization as well as marketing. 

The Cratrman. I thought you just suggested that you realize the 
importance of increased markets. You spoke of markets to Europe. 
You spoke of them in connection with poultry. The Farm Bureau had 
that same preference. 

We have enacted into law the Foreign Agricultural Service. They 
are not salesmen, but they have been impressed with the importance of 
trying to assist in disposing of these surplus commodities. 

Mr. Newsom. That is right. 

The Cuatrman. Do you know of any authority on earth which 
could possibly be given Mr. Benson to deal with the surplus problem 
which we have not ‘already given him? I have asked him that question 
and his answer has been “No,” that he did not know of any further 
desirable or necessary authority. 
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Mr. Newsom. There is one authority that you can give him which 
would help if he would use it, and that is the authority of having the 
price level he has been talking about. I am unwilling, as this com- 
mittee is unwilling, to give him that authority without protecting 
farm income in some other manner. That is the crux of the problem. 

The Cuatrman. That is the only authority he has asked for, the 
authority to lower, from time to time, the support levels. 

Mr. Newsom. All I am saying is I would be willing to see this Con- 
gress give him exactly that authority, provided we could get him and 
the administration as a whole to accept some of these other devices 
that would safeguard farm income, at least through an adjustment 
period while we were trying to do that. 

I think this is in the nature of one of the compromises, Mr. Hoeven, 
that we have offered to our contemporaries. We would agree to em- 
ploy our devices only in an adjustment period, for 2 or 3 years, to 
augment farm income; to balance the loss of farm income that would 
accrue from giving the Department the price discretion authority or 
flexibility that they want. 

I am firmly convinced, I might as well confess it to you, that once we 
try this sort of thing even in an adjustment period it will be proven 
so completely sound that we will have it as a permanent program, but 
Iam willing to take a look at experience and see. 

The Cuairman. With reference to the Secretary’s request for more 
flexibility and more authority in price supports, do you have any idea 
how low we would have to put wheat prices to get rid of this wheat 
in the world market ? 

Mr. Newsom. I tried to indicate a moment ago, Mr. Chairman, 
although I did it rather hastily, that I think the present Canadian 
Wheat Board export price probably would be about as low as we 
could go. 

The Cuatrman. Look at the other side of it. The Secretary could 
go to zero and give it away, but he will not do it. He has not done 
it in the past. Every time he tries to give something away, I 
understand, somebody says he is interfering with normal trade and 
commerce. 

The price support on wheat certainly is not an obstacle in the way 
of disposing of the wheat, because he could find some hungry people 
somewhere to give it to. I think maybe we could change one pro- 
vision and give the Department the right to pay the freight across 
the sea to deliver the commodity to hungry people. 

As it is now, we provide the cost of transporting it from the place 
of storage to the port cities in this country and give it away over 
here, so to speak. I think we could ship it across the sea and give it 
away over there rather than pay storage on it. 

Mr. Newsom. Legally perhaps what you say is strictly true but 
practically none of us would agree that it is true to a very great 
extent because, first of all, you cannot do this without hurting 
somebody somewhere. 

We are going to be up against a comparable sort of thing. As a 
matter of fact, we are getting up against it right now. 

Last January at a meeting in Ottawa it became clearly apparent 
to members of our Canadian-American Committee that in due course 
of time, this support price on Canadian hogs was probably going to 
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generate a situation where Canadian pork would be coming into this 
country in a comparable sort of a manner to the way American wheat 
has been irritating our Canadian friends by going into the rest of 
the world market. 

This sort of thing we are going to feel on the other end of the 
same kind of a program, so while legally I suppose what you say, 
Mr. Chairman, is strictly true, practically this cannot be true very 
many ways. 

The CuHarmman. Mr, Poage? 

Mr. Poace. Mr. Newsom, I just want to comment on what you 
have said. I think you have made an excellent statement here and I 
think you have brought to our attention something that is too often 
overlooked by this committee and by the people of the United States 
when you pointed out that our present farm difficulties arose with 
the change of the economic condition of the United States. When 
we ceased to be a debtor Nation and became a creditor Nation, as we 
did during the progress of World War I, we placed on the movement 
of export crops a burden that has never been removed. 

Mr. Newsom. That is right. 

Mr. Poacer. It has become more burdensome every day and when we 
talk about collecting our war time debts, there is no way we can collect 
them except at the expense of the movement of agricultural products 
out of the United States. 

I think if all of our people could understand the great basic fact, 
that as long as we were a debtor nation that we could export but that 
the day we became a creditor nation that it became far more difficult for 
us to export, that we would have a much better understanding of our 
farm program. 

I want to commend you too for pointing out that that condition has 
not changed for the better. 

Mr. Newsom. No,sir. It is not going to. 

Mr. Poace. It is not going to. We are becoming more of a creditor 
nation every year and every time we extend foreign aid to the nations 
of the world, every time we make development loans, every time we 
extend our investments to foreign nations—and I am not opposed to 
investments abroad because I think they are essential but everytime 
we do these things—we make the sale of our agricultural export sur- 
pluses that much more difficult. 

If we are going to deal fairly with our farmers we have to recognize 
what Mr. Alexander Hamilton, who is not my patron saint but an 
honest man nevertheless 

Mr. Newsom. He had an impact on the structure we are working in. 

Mr. Poacr. He did indeed, and he laid out to the Congress the pro- 
posal that we should adopt the policies you have pointed out here. 

It was decided at that time we should adopt the policy of trying to 
hold American price levels above the world level, but when he did that 
he was fair enough to say, “Of course, if you are going to give industry 
a tariff you must give agriculture a bounty.” 

We have been following the tariff policy. But it has long since 
ceased to be simply a tariff philosophy. If we protect the economy of 
the United States, we protect labor and industry very well, and if 
we are going to follow Alexander Hamilton very far, you have to do 
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something for agriculture comparable with what you are doing for 
the other segments of our economy. 

I think you brought it out very well. I want to congratuate you for 
doing it. 

I want to say, too, Mr. Chairman, that I think in fairness to Mr. 
Newsom, in fairness to the organization that he represents—and I do 
not belong to your organization—but in fairness to your organization 
I think it should be said that my experience has been that the Grange, 
and particularly the Grange under the leadership of Mr. Newsom, has 
been more ready to try to work out compromises and to try to work 
out adjustments, to try to work out something that we can live with in 
the way of legislation, probably more than ‘any other farm organiza- 
tion I have had the pleasure of dealing with. 

I think your attitude has been splendid, Mr. Newsom. I know you 
are in favor of a program that I am in favor of, too, but I do not 
think we can get that program at the present time. 

I know that even if you cannot get just what you want, you will try 
to get something which is helpful. I have sat in these subcommittees 
and seen you try to work out these compromises. I want you to know 
that as one, at least, I appreciate the attitude that you exhibited of 
trying to work out something that we could live with, instead of telling 
us that since there was not any way of getting us to accept your latest 
proposal that you would oppose everything which was presented. 

You have never told us that. You have always told us that you 
would try to work something out with us and you have always been 
willing to make some compromise. I appreciate very much the atti- 
tude of Mr. Newsom. 

Mr. Newsom. I certainly want to thank Mr. Poage, Mr. Chairman, 
but I would like the privilege of following through with his reference 
to the Alexander Hamilton philosophy and innovation here by point- 
ing out to some of the newer members of the committee that I hope you 
will be, probably you are all thoroughly familiar but I hope you will 
become thoroughly familiar with the fact that this tariff drawback idea 
which Mr. Hamilton said at the time that he gathered the protective 
tariff system would eventually be necessary. 

He did not say just for farmers, but he said for the new wealth 
producers of this country, some sort of a tariff drawback mechanism 
would be necessary if we did not discard the whole tariff protective 
mechanism, which he predicted we probably would not do. 

Now this philosophy, not because Mr. Hamilton made the statement, 
but this philosophy, this idea of a tariff drawback mechanism has ac- 
tually been father to a good many of the ideas that this committee, Mr. 
Chairman, as you in your long experience well know, has to some 
extent written into the law of this country, the major illustration 
being section 32 wherein a given amount of tariff revenue is set aside 
to relieve distress in agricultural commodities at various times. 

_I want to say to you frankly that the intent and the purpose of sec- 
tion 32 has not been carried out in a manner that is satisfactory and 
acceptable to the Grange in recent years. 

_ The Cuarrman. As proof of that, the Secretary has accumulated 
in section 32 funds the maximum amount the law allows him to ac- 
cumulate. He has not used it. 
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Mr. Newsom. That is right. This is another illustration, Mr. Hoe- 
ven, of how it is not theoretically possible even for all of us to agree 
on this side of the table. 

I think the intent of Congress was imminently sound. As a matter 
of fact, I do not think it went far enough. The oldest Grange wheat 
program since the twenty’s, since 1924 in fact, was the export debenture 
idea, which was another mechanism of tariff drawback, but we have 
recognition of the validity of this theory in section 32 and I am only 
calling it to the attention of this committee again—I am aware of the 
fact that some of you have discussed it; srobably : all of you are pretty 
thoroughly aware of it—but this is significant in light of the remarks 
that the member of the committee from Texas Just made. 

The Cuatrman. Are there further questions ? 

Mr. McIntire. Mr. Chairman ? 

The Cuatrman. Mr. McIntire. 

Mr. McIntire. May I also commend you for your statement Mr. 
Newsom? I would like to get away from wheat and turn to other 
portions of your statement. 

I would like to ask you to elaborate on your reference to the use 
of bargaining instruments. 

I would like to get your observation on an approach which is 
different than your domestic parity program for wheat. 

I appreciate the terminology “domestic parity” has application 
to more than just wheat, as you have used it in this statement. I 
am interested in some further elaboration for a moment or two on 
just what you have in mind on the expanded use of these vehicles of 
bargaining power for other commodities. 

Mr. New som. One possible illustration would be the fact that we 
are preparing now—I do not know; we may not be ready as fast as 
this committee may be calling for it in view of what is happening 
here this morning in starting new hearings, but our National Tariff 
Potato Committee, of which your own brother, Mr. Dolloff, is manag- 
ing his work even now with Mr. Meeker and other representatives 
of the potato group on the same domestic parity concept that we are 

talking about here; namely, of trying to generate a sort of a market- 

ing order philosophy or approach wherein we have a great labeling 
program that will prevent potatoes of inferior grade from dest roying 
the market on the one hand and wherein we can use the choice pota- 
toes then to achieve, under market regulations, not production regu- 
lations, to achieve a domestically sound price structure, even though 
we may have to put all that do not meet that qualification into com- 
mercial use or something else just so we do not let them destroy our 
market. 

It is harder to do in potatoes. This is the reason we have not yet 
been able to do it but the same philosophy under which citrus is 
utilizing this marketing regulatory method of achieving adequate 
income is, we believe the route that we are going to have to follow 
in the case of potatoes. 

Mr. McIntire. Do you have reference to the idea set forth in 
legislative drafts that have gone out and some bills that have been 
introduced with relation to the turkey market ? 

Mr. Newsom. That is right. 
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That is a better illustration. I took potatoes as an illustration be- 
cause of your native State, but the self-help turkey program, sup- 
ported by the Grange, which we cannot claim authorship for, 
frankly; the turkey people produced it but I think we had a little 
influence on it. Our own Joe Parker drafted it as you perhaps 
know, but this is an outstanding illustration, a better illustration 
than the program that we as yet do not have thoroughly developed 
in the way that we want to give it to you. 

Mr. McIntire. Do I draw the appropriate conclusion, then, from 
your observations, that your thought basically is to expand the ad- 
ministrative and jurisdictional territory for marketing orders from 
the regional concept, which is now a part of the law, to a commodity 
concept on a national basis? 

Mr. Newsom. That is well stated. 

Mr. McIntire. Is it your thought that these instruments will be 
volume orders, grade-in-size orders, price orders, as in milk, or would 
this vary with each commodity ? 

Mr. Newsom. It will vary. Some of them will have to embrace, 
I think, probably all categories and others will not. 

Mr. McIntire. And it is your thought that perhaps these areas 
could be set up and administered outside of a Communes agency, 
being given the strength of law only as a power behind the adminis- 
trative effort? 

Mr. Newsom. This becomes a matter of definition. I would like 
to be able to say administered by a nongovernmental group, but it is 
going to take governmental authorization to do it and I am not going 
to part company with people who say this is a Government program. 

All I am concerned in is that we keep it under the control of pro- 
ducers, with adequate safeguards for the great American consumer 
and the public as a whole. 

Then I do not particularly care within that category whether it 
is called a Government program or not. 

Mr. McIntire. Thank you, Mr. Chairman. 

The Cuatrman. Mr. Newsom, just one more observation about 
Mr. Hoeven’s suggestion that the farm leaders in America have a 
conference; I agree. 

I have suggested such a conference heretofore, and I think you 
will recall that last fall I did try to arrange such a conference. You 
‘ame, but officials of the Grange, the Farm Bureau, and the Farmer’s 
Union were not here. 

Finally, after we had discussed the matter, Mr. Hoeven went to 
the White House with our proposals. The President tried to arrange 
a conference to bring all of the farm leaders together in an informal 
way in the hope that there might be some areas within which all 
of us could reach an agreement. 

But if we must sit by and say the Grange has a plan, the Farm 
Bureau has a plan, the co-ops have a plan, the committee a plan, 
we end up accomplishing nothing. 

The fact. is, we have this $9.5 billion surplus staring us in the face. 
We know there is hunger in the world, yet we are unable to feed 
hungry people. It seems to me that a lot of good could be accom- 
plished by such a conference. 
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I know that in the early days of my service on this committee we 

did just that and the farm organizations came in here. Mr. Taber 
was the president of the National Grange back in those days. 

Ed O’Neil was with the Farm Bureau. They would come in this 
room and they would be almost solid behind certain propositions. 

We reached an agreement and passed effective legislation. Now 
the farm organizations are divided, this committee is divided, the 
Congress is divided, the Department seems to be divided—and we 
are bogged down. 

I would like to close this hearing this morning by thanking you 
for being here. I am sure the committee will consider all of your 
suggestions. After this is over, or before it is over, I would like to 
know that the farm leaders will get together in an effort to compose 
differences. 

Mr. Newsom. Mr. Chairman, I do not want to permit you to close 
this hearing this morning with an inference on the record here that 
we are not getting together. As a matter of fact, we have these joint 
sessions no less than four times a year. 

Usually, in recent years, they only last for about two-thirds of the 
day, but we are trying to do this type thing insofar as getting together 
indicates an effort. 

Frankly, I am not going to try to make our record look good. There 
is no way you can make it look good. I do not know just how hard 
we try when we get together, honestly. I hope we are trying but I just 
did not want the record to indicate that there is no evidence that we 
are making any sort of an effort to do it. 

I want to further state, as I think I have told you privately, Mr. 
Chairman, we stand ready to meet your call for such a session at any 
time. Weare going to keep working at it. 

The Cuarrman. Thank you very much, sir. 

Mr. Jackson. May I add one word to that, and that is that there 
are some areas of agreement and those areas of agreement do not create 
commitment or dissension and they do not come to our attention very 
often. 

I know that the entire group or a group of six or seven different 
farm and commodity groups got together last week and there was 
complete agreement on a research program that had been introduced 
in the Congress by Mr. Abernethy, complete agreement by this group 
and that is a very important program but that does not get attention. 

This is not to be detracted from the importance of our getting to- 
gether, Mr. Chairman. 

Mr. Poacre. You did not get agreement from the Department of 
Agriculture on that, did you ? 

Mr. Jackson. No, sir; but this is one case where the farm organiza- 
tions as a whole tried. 

Mr. Newsom. We had reason to think we were in partial agreement 
with them until the last minute, just to be accurate about it. 

Mr. Jackson. The reason this particular area concerns me, again not 
to detract from the importance of getting them together or the problem 





that it presents to you, but when we give out to the public an indication 
that we are not together on anything or we make no effort to get to- 
gether, whether that be farm organizations, the Congress or the ad- 
ministration, it does not look good for agriculture. 
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Mr. Hoeven. May I interject, Mr. Chairman, to say that although 
you may have your conferences, the public at large does not know 
about it. 

Would you find any serious objection to a White House conference 
on agriculture ¢ 

Agriculture is the Nation’s basic industry. We have had White 
House conferences on education, on housing, on everything else under 
thesun. It seems to me that to attract public attention to a very serious 
problem confronting this country, to wit, the welfare of the American 
farmer, a conference at the White House level would be very con- 
structive and might result in something. At least there would be an 
interchange of ideas. 

The public I am sure, would be interested and some good might 
come out of it. 

Mr. Newsom. To answer your question, we certainly do not have 
any objection to a White House conference on agriculture. 

The CuarrMan. You have already agreed to it, have you not ? 

Mr. Newsom. Yes, indeed. 

The CuHarrmMan. Thank you very much. Tomorrow we will have 
the Farmers’ Union, the next day American Farm Bureau Federation, 
the next day, the U.S. Chamber of Commerce. 

The committee will stand adjourned until 10 o’clock tomorrow 
morning. 

(Whereupon, at 11:55 a.m., the committee adjourned to reconvene 
at 10 a.m., Tuesday, June 30, 1959.) 
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TUESDAY, JUNE 30, 1959 


House oF REPRESENTATIVES, 
CoMMITTEE ON AGRICULTURE, 
Washington, D.C. 
The committee met at 10 a.m., room 1310, Old House Office Building, 
Hon. Harold D, Cooley (chairman) presiding. 
The CuatrmMan. The committee will please be in order. 
Mr. Assrrr. Mr. Chairman, I make a point of order; no quorum. 
The CuarrmMan. Obviously a quorum is not present. We will ask 
the clerk to call the roll. 
Miss SuoemaAkeEr. Mr. Poage? 
Mr. Poace. Here. 
Miss SHormaxker. Mr. Grant? 
Mr. Grant. Here. 
Miss SHoemaker. Mr. Gathings ? 
Mr. McMillan ? 
Mr. Abernethy ? 
Mr. Avernetiry. Here. 
Miss Suoemaker. Mr. Albert? 
Mr. Atsert. Here. 
Miss Srrommaker. Mr. Abbitt? 
Mr. Anprrr. Here. 


Mi S Si EMAKER. Mr. Polk ? 
Mr. Thompson ? 
Mr. Tromwrrson. Here 
Miss Snr 1kER. Mr. Jones? 3 
Mr. .J Here 
Miss S Mr. Hagen ? 
a ; : 
\ er. Mr. Johnson ? 
Mi Here 
\ Mr. Bass? 
1 
T /; 
\i Llere 
\ . Mr. MeGovern ? 
\ Here, 
Te 
Ai SHIOEM ER. Mr. ( oad ¢ 
Mr. Bree a ¢ 
Xf 
ars S ) . rere 
AT: C Lf" Cy . 
I yi taker. Mr. Stubblefield ? 
Mr. “= -LEFIELD. Llere. 
Miss Sunopmaker. Mr. McSween? 
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Mr. Hogan ? 

Mr. Hogan. Here. 

Miss SHoremakeEr. Mr. Levering ? 

Mr. Levertnea. Here. 

Miss SHormaker. Mr. Hoeven? 

Mr. Dague? 

Mr. Belcher? 

Mr. McIntire? 

Mr. McIntire. Here. 

Miss SuHormaker. Mr. Dixon? 

Mr. Smith? 

Mr. Teague? 

Mr. Tracue. Here. 

Miss SuHormaker. Mr. Quie? 

Mr. Short? 

Mrs. May ? 

Mrs. May. Here. 

Miss SuHormaker. Mr. Pirnie? 

Mr. Latta? 

Mr. Cooley ? 

Mr. Cootry. Here. 

Miss SHormaker. There are nineteen members present, Mr. Chair- 
man. 

The Cuarrman. A quorum is now present so we will start with 
the business of the meeting. 

We have the honor of having with us this morning James G. 
Patton, president, National Farmers Union, one of the distinguished 
farm leaders of America, who has made many grand contributions 
to the welfare of the farmers of America. We are very delighted to 
have with us Mr. Patton and we will be glad to have you come around 
as well as any of your associates. 


STATEMENT OF JAMES G. PATTON, PRESIDENT, NATIONAL FARM- 
ERS UNION; ACCOMPANIED BY ED CHRISTIANSON, VICE CHAIR- 
MAN, EXECUTIVE COMMITTEE, AND PRESIDENT, MINNESOTA 
FARMERS UNION; JOHN BAKER, IN CHARGE OF WASHINGTON 
OFFICE 


Mr. Parron. Mr. Chairman, I have with me Mr. Ed Christianson, 
vice chairman of our executive committee and the president of the 
Minnesota Farmers Union, and Mr. John Baker, who is in charge 
of our Washington office. 

The Cuatrman. Very glad to have you with us. 

Mr. Teacur. Mr. Chairman, before the witness starts may I ask 
that the record show that Mr. Pirnie is now here. 

The CuartrmMan. Mr. Pirnie got in under the wire. 

Mr. Parron. Mr. Chairman and members of the committee—— 

Mr. Jounson. As long as we are correcting the record, I would 
like to have the record show that Mr. Albert is present. 

The Cuatrman. All right. 

We will now start with Mr. Patton. 
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Mr. Parron. Mr. Chairman, may I first thank you for your very 
generous remarks regarding myself. I have a prepared statement 
I would like to read. 

It is a privilege of republican government in a democracy and I 
consider it a personal honor, Mr. Chairman, to be invited to appear 
again before your committee. | 

Your committee has not invariably adopted all of our Farmers 
Union recommendations, of course. But, thinking back over the past 
25 years, I am impressed that we in Farmers Union have found it 
possible, almost without exception, to support the legislation approved 
and sponsored by your committee as progress in the direction of the 
best interests of family farmers. I realize that your decisions are not 
always unanimous among your members. But your committee as a 
whole has, nevertheless, made a remarkably fine record of achievement. 


MORE FARM UNITY THAN SEEMS APPARENT 


As a farm organization leader who has been around longer than 
most, I have been saddened, in recent years, to note the growing criti- 
cism of the past farm income stabilization program by some farm 
organization spokesmen. I also have had a deep sense of personal 
disappointment because with farm income falling, we in the farm 
organizations have not been able to get together outside the halls of 
Congress to frame an agreed-upon program to improve farm income 
and to come up here to your committee and make a united presentation. 
But certain elements in the situation, of which I know you are fully 
aware, have made such agreement possible. 

May I say, however, in this connection, that even with these con- 
spicuous exceptions, the difference among most of the organizations of 
farm producers appear to be considerably greater than they actually 
are. Differences in approach, mechanics, and semantics that some- 
times exist among those of us who are agreed on principles, have been 
unduly magnified and exploited far beyond their true significance and 
reality by those who would defeat our efforts. 

There is no fundamental disagreement among most of us that farm 
family is too low. 

There is no fundamental disagreement, of which I am aware, that 
current Government-owned stocks of some commodities are somewhat 
greater than would be required for an adequate national safety reserve. 

There is no disagreement, of which I am aware, that the Govern- 
ment costs of current farm programs are too high. 

There is no fundamental disagreement, of which I am aware, among 
most of us, in the understanding that if the farm income stabilization 
programs were based upon lower stabilization levels, or upon non- 
parity market prices, or were eliminated entirely, farm family gross 
and net income would drop precipitously, and to the extent that the 
programs were weakened. 

There is no disagreement, of which I am aware, among most of 
the organized groups of farm producers, that the basic and growing 
source of farmers’ economic difficulties, and the problem that exist- 
ing programs must be adapted to meet, is the rapid rate of farm tech- 
nological advance and its implication to farmers who produce and 
sell commodities with highly inelastic demands under conditions of 
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atomistic competition in an otherwise price and production admin- 


istered market. 
FAMILY FARM 


A fundamental point on which I am sure most of us in the farm 
organizations are agreed is that the Federal farm program should 
be : geared to the preservation and encouragement of the family farm, 
However, the current threat of developing vertical integration raises 
the question anew. 

Do we, as a nation, wish to preserve the family farm? or do we 
want to encourage or allow the development of some other pattern 
of organization and control of farm production ? 

No “member of your committee, of course, has any doubt where 
I stand on this question. I am a convinced advocate of the family- 
owned and family-operated farm. I consider it a bulwark of de- 
mocracy, a necessary element of political and social stability in our 
complex industrial society, and the origin and basis of our free 
enterprise system in this country. 

However much work may need to be done elsewhere, to explain 
and to persuade our city friends of the economic, social, and political 
efficiency, essentiality, and value of the family farm, I know I need 
not argue the question in this committee room. The family farm 
need not be defended before this committee, because it is among 
friends. 

Government action justified to improve the family farm: Another 

fund: umental decision that determines the basic philosophy of Federal 
farm policy heals with the place of the Federal Government in 
iericulture. In this connection, I urge your thoughtful considera- 
tion of the following quotation from a recent address of your chair- 
man, with which I wish to associate myself as fully as if these were 
my own words: 


The nature and the structure of agriculture are a matter of concern to all 
the neople. I say to you that this exploding technology on the farm is creating 
a disastrous economic situation for agriculture Our Government research 
und educational programs, mixed with the intelligence and labor of our 
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farmers I know, and of most of their organization spokesmen, again 
with certain conspicuous ext H10ONsS., The farmers who nave talked 
and written to me are ia to Congress to act positively to imple- 


ment this conviction. We realize ok the results of your efforts may 
not immediately become law. But we shall approve and support your 
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going forward with the basic groundwork required to establish an 
adequate farm income improvement and stabilization program. 


NOT A NEW CONCEPT 


Mr. Cooley’s statement of conviction and aim is not new. It isasold 
asthe Republic. It was a central philosophy of the Founding Fathers. 
Tt resulted in the establishment of the U.S. Department of Agriculture 
almost 100 years ago. It resulted in the establishment of a Federal 
farm income program to help get the Nation out of depression. 


THE “FARM” PROGRAM 


Mr. Chairman, in recent years the critics of the old farm program 
have been so vociferous that I feel compelled to assert that I am one 
who is still proud of the old program. 

From 1942 to 1952, after passage of the Stegall amendment, we had 
a farm stabilization program under which for 11 consecutive years 
farm prices generally averaged 100 percent of parity or higher. It is 
true that war stimulated the farmers’ markets during some of those 11 
years when prices stood at 100 percent of parity or above; but it is true, 
also, that farmers’ markets have not been stimulated by an even higher 
demand during the past 6 years. Because people generally have had 
more money to spend and there have been more people, the demand 
for what the farmer produces has been substantially greater since 1954 
than in wartime. Yet farm prices and incomes dropped; so-called 
surpluses have accumulated; the Government costs of the farm pro- 
gram went up. 

This happened because the wrong changes were made in the farm 
program following cessation of hostilities in Korea. The techno- 
logical explosion that came upon us dictated changes but not the 
changes that were made. The correct changes are now long overdue. 

The basic philosophy of the old farm program was sound. The old 
program, still largely intact, if not fully used, was based upon the 
parity principle. It provided machinery for farmers to adjust the 
volume of the commodities they delivered into the markets. It pro- 
vided parity payments on acres diverted from surplus crops to soil- 
building crops. This program simply sought to place in the hands of 
farmers the tools, which have been used by industry since free enter- 
wee began, to exercise enough control of supply and price to have some 

argaining power. 


TRUE NATURE OF FARM INCOME PROBLEM 


The critical elements in the farm income problem today are clear. 
Farmers are introducing new technology at such a rapid rate that 
they are fully making up for those who leave the farm and in addi- 
tion they are expanding output faster than market outlets can be 
expanded. 

his excessive rate of increase in total farm output is largely the 
result of our excellent research and educational programs for farmers. 
It is a product of science and technology. We planned it that way 
and subsidized it with Federal funds for the past 100 years. It is 
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a wonderful blessing to American consumers, to the American econ- 
omy and to the hungr: y people of the free world. 

But it has another aspect too. Individual farmers are forced by 
low prices to introduce these new production techniques so as to ex- 
pand their own production even though the increase in total output 
outruns available markets, forces prices down and reduces the total 
income to be divided among all producers. 

Rather than allowing it to ruin farmers, this great technology can 
and should be used to reduce farm costs and improve farm income. 

Other groups in our economy who manufacture and sell the supplies 
purchased by farmers, and those who process and market farm prod- 
ucts, have various degrees of market power. In the absence of mar- 
keting orders and farm price supports, commercial farmers have vir- 
tually none. 

Furthermore, this problem of excessive technological advance 
which tends to bankrupt farmers in the absence of an adequate farm 
program, would be substantially the same as it is today even though 
the current decline in farm numbers continues until there are only 
half as many commercial farmers in the United States as at the pres- 
ent, and even though farms were increased to twice their current size. 

As long as improved technology is available and farmers on an in- 
dividual basis are pushed by une controlled economic forces to increase 
output more rapidly than markets can be expanded, it does not mat- 
ter whether there are 3 million farmers, 1 million or even 500,000; 
prices will fall faster than costs and per farm net income will decline, 
In the absence of programs giving farmers bargaining power in re- 
lation to other groups in our economic society, “farm prices and per 
family incomes will be forced to disastrously low levels before the 
situation would stabilize itself. 


PRINCIPLES OF OLD PROGRAMS SHOULD BE REVIVED AND REBUTTRESSED, NOT 
REPEALED 


Before outlining my recommendations for improvements in the ex- 
isting program, I ‘should like to sound a note of caution against seek- 
ing easy answers that may seem attractive and popular on ‘the surface 
but which might be quite destructive in operation. 

I know that your committee will tackle the task of drafting new 
farm legislation in your usual responsible and careful way. I have 
no doubts on that score. But the following sober facts need to be a 
part of the record of your hearings. I feel it important to emphasize 
them in view of some recent public discussion that farmers could get 
along all right, without the programs they have. 


FARM PROGRAMS AND FARM INCOME 


Government farm income stabilization programs in the past quarter 
of a century have increased farmers’ net incomes by as much as 20 to 
50 percent, in the years when these incomes otherwise would have been 
lowest due to excessive production in relation to market demand. 

Government programs, even in time of dwindling effectiveness, have 
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probably held net farm income at least one-third—$24 billion—higher 
than it otherwise would have been in the past 6 years. 

The Department of Agriculture, by its loan and surplus removal 
operations, on a net basis took $1.5 to $2 billion of farm products off 
the commercial market in 1958. The volume of direct payments was 
stepped up and acres were taken out of production. Without these pro- 

rams, competent economists have reported, it is reasonable to assume 
that total farm net and gross income in 1958 would have been $5 to $7 
billion lower. Except for the price support operations, total net farm 
income in 1958 might have been only $7 to $9 billion, instead of $14 
billion. 
A NOTE OF CAUTION 


These facts are indeed sobering. We cannot afford to tinker with 
the basic structure of the farm income stabilization program. 
Improve it—yes—change it to adapt to new circumstances; yes. _ 

But in light of the facts I have just cited, and with $5 to $7 billion of 
annual farm gross and net income already directly dependent on these 
programs, each suggested change must be carefully analyzed and evalu- 
ated to be sure that it strengthens the program and does not remove 
some essential feature that is now helping prevent farm income from 
falling still further below its currently inadequate level. 


PENDING BILLS 


Many of the bills pending before your committee embody the funda- 
mental principles of the old program and the needed new adaptations. 
The different bills do this in a variety of ways; and in language and 
format they are far from identical. 

But fundamentally speaking, these bills have common basic prin- 
ciples that I hope your committee will adopt in drafting a committee 
bill. 

I wish strongly to commend the authors of these bills; to express to 
them, in this way, my appreciation for their action in introducing the 
bills; and to urge your thoughtful study and adoption of the prin- 
ciples embodied in the bills. 

Without necessarily endorsing any of the bills in full or in detail, 

I do wish to place in the record my general approval and agreement 
with all or part of the aims and principles of the bills introduced by 
Congressmen Poage, Gathings, Albert, Jones, Lester Johnson, 
McGovern, Coad, Hogan, and Breeding, members of the committee, 
and by Congressmen Metcalf, Burdick, Marshall, Colmer, Auchin- 
closs, Miller, Bowles, Sisk, Roosevelt, Brock, Langen, Carter, Randall, 
and Byron Johnson. Incidentally, I am opposed to the provisions 
of the Adair bill. As you know, I supported the 1959 tobacco and 
wheat bills developed by your committee. 
__In my considered judgment, the bills I have commended form an 
idea treasure house to which your committee can turn for helpful 
suggestions and workable proposals. The authors have made a major 
contribution. They have earned our appreciation for the work they 
have done in studying the farm income problem; devising workable, 
effective, and acceptable solutions; and developing, drafting, and 
introducing these bills. 
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RECOMMENDED PRINCIPLES 


Now, Mr. Chairman, without detailed discussion, I shall list the 
fundamental principles I am firmly convinced should be embodied 
in the general farm income improvement and stabilization bill that 
it is you announced intention to develop and recommend for considera- 
tion on the House floor. 

1. To build up our future food and fiber resource base by increased 
emphasis upon agricultural soil and water conservation, provision 
should be made for the placing into a national soil-building preserve 
of the land not needed on each farm for production of the different 
commodities for sale with acreage diversion payments in kind or in 
cash, as is provided in the Coad, Hogan, and Metcalf bills. 

2. Either in the general bill, or in a separate bill, a long-term 
extension of an expanded food for peace Public Law 480 program, 
including the long-term commodity loans proposed by Mr. Poage, 
and specific provision for continuation of export equalization pay- 
ments, when needed. 

3. A special family farm development program of direct payments 
to operators of extremely low-income, low-production farms in lieu 
of their participation in the regular commercial income and supply 
stabilization program. This special program for small farms would 
be along the lines recommended several years ago by your Family 
Farm Subcommittee, and provided in the Metcalf bill. 

4. Provision for implementation of a new principle in farm legisla- 
tion suggested by your chairman in his recent address to the National 
Farm Institute and included in the Hogan and Metcalf bills. This 
is the principle of the “protective shield,” as Mr. Cooley termed it. 
This principle would call for a bill which, for each commodity, would 
provide a two-way alternative. The legislation would establish for 
farmers an initial programs of supply and income stabilization at 
a tolerable level as a protective shield behind which producers of 
different commodities would be authorized and encouraged to de- 
velop, adopt, and put into operation for their commodity, a work- 
able nationwide marketing order or other appropriate supply man- 
agement and bargaining power program. 

In this connection, it is my thought, Mr. Chairman, that we may 
now have complete long-term bargaining power proposals ready to go 
for some commodities; for each of these you could put the desired 
program right into your bill; for example, the manufacturing milk 
bill introduced by Congressman Johnson. For the commodities for 
which a long-range program is not yet in form for enactment, your 
bill can provide a temporary protective shield program with express 
authority for producers of that commodity to develop a a 
order or some other type of bargaining power operation. I commen 
to your thoughtful consideration the language of section 30 of the 
Hogan bill (H.R. 7188) as at least one way in which Mr. Cooley’s 

rotective shield concept could be written into the committee bill. 
he protective shield program should be made available to producers 
of all the different farm commodities in appropriate ways. 

5. The total program should have as its stated goal the attainment of 
full parity of income for farmers. The initial shield itself should 
provide programs that will restore farm family net income to not less 
than the 1952 relative level. 
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6. The basic philosophy of the old farm program—balancing market 
supply with market demand—should be restored. Market supply con- 
trol must be made the central core of the income stabilization program, 
as is provided in the pending bills I have listed. This principle must 
form the central part not only of whatever long-range commodity pro- 
grams may be adopted but also of the protective shield short-range 
programs. 

7. To be fully effective, the supply control program must be applied 
to a considerable number of the major commodities, either as long- 
range programs or as part of the protective shield. Application to 
only one or a few commodities merely shifts the surplus problem 
around from one commodity to another. Supply control should not 
be placed into operation with respect to a commodity until adoption by 
the producers of that commodity, voting in a referendum. We urge, 
for your serious consideration, a compliance deposit system for helping 
encourage participation in the supply control programs, similar to the 
provisions of the Johnson milk bill. 

8. The initial cut in annual marketing should be great enough to 
allow the disposal in normal commercial and humanitarian markets of 
at least a part of the excess accumulation of CCC stocks with a view 
to working them off within 2 or 3 years, as provided in the Coad and 
Hogan bills. 

9. Producer-elected commodity advisory committees should be estab- 
lished within the Department of Agriculture to aid producers to 
develop improved long-range programs, to supervise producer refer- 
endums, and to administer the distribution among producers of 
marketing quotas or allotments, as provided in the Hogan bill. 

10. Adequate consumer safeguards: 

(a) Limitation of the extent to which supply control may be 
used to reduce market supply and raise prices, as is established 
in existing law; 

(6) National food allotment stamp plan or augmented com- 
modity distribution for unemployed and other low-income 
consumers}; 

(c) Compensatory income deficiency payments to~ producers 
in return for allowing full employment market supply of com- 
modities to flow into the market at lower prices, when excess 
unemployment makes them necessary, as provided in the Johnson, 
McGovern, Metcalf, and Roosevelt bills; and 

(¢2) Specific establishment, separate from farm program, of a 
national safety and security reserve of food, fiber, and biological 
oils as provided in the Hogan and Metcalf bills. 

Based upon the best economic counsel I have been able to obtain, it 
is my belief that if workable supply control techniques are applied to 
most of the major commodities, farmers’ gross income can be restored 
to approximately the 1952 level with an initial overall cut, assuming 
that Public Law 480 is extended, in volume of sales of not to exceed 
8 percent—higher for some commodities than for others—and the 
cost to the Treasury can be greatly reduced and practically eliminated. 

This has been a long list, Mr. Chairman. As long as the list has 
been, it is still quite likely that I may have left out several other im- 
portant principles that I should have listed. I have quite purpose- 
fully presented general principles rather than drawing a specific 
blueprint of detailed legislation. 
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I realize that the legislative language, the mechanics of the pro- 
grams, and the details of the bill can be worked out and arranged 
in many different ways to carry out these basic principles. 

Our concern is to urge and support Congress to adopt legislation 
that will improve farm income and reduce Government farm program 
expenditures by means of a supply control and management program 
with adequate consumer safeguards. Our deepest concern is to pre- 
serve the family farm and to improve and stabilize its economic posi- 
tion in our society. 

We shall give you our full cooperation in drafting proposed legisla- 
tion built around these fundamental principles. You will have our 
full suport to help bring about ultimate enactment of a bill embodying 
these principles. 

Finally, Mr. Chairman, I request permission to place in the record 
at this point the attached table of official statistics and my discussion 
of them. They have a direct bearing on your evaluation of the cur- 
rent disparity of the farm income situation and your determination of 
the appropriate level of fair or parity prices and stabilization or price 
suport levels. 

The Carman. Yes; without objection, you may insert that in the 
record. 

(The material referred to follows :) 


TABLE I.—Average hourly labor return of family farm operators 








Annual average of hourly labor | Change in pro- 
duction per 


earnings | 
Type of farm or job man-hour 
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| Percent Percent 
Durable manufacturing- __- é pieced $1. 39 | $2. 20 | Up 58. ..- 
Nondurable manufacturing. -.- 1.25 1.88 Up 49. 
Building construction ........................-- 1. 82 SS 2 GOR. ceseannel 
Retail trade__ ‘ Sree Sheth 1. 08 | 1.64 | Up 52_-__-. 
Peeren © seromne Goaeee: | i... occsccc cco tccccuonss . 60 | .52 | Down 13.- | Up10 
Southern Piedmont cotton______- . paednod . 37 .33 | Down 11... | Up 39. 
Texas Black Prairie cotton-_. ; 89 .19 | Down 79.. | Up 49. 
Unirrigated Texas plains cotton ___- y tao 2.63 | 2.23 | Down 15.. | Up 73. 
Delta small cotton_____ RIED. Se Sa oo .61 | .24 | Down 61._....| Up 29. 
Coastal plains peanut-cotton__- _ 60 | .60 | Nochange_...| Up 46 
W heat-small grain-livestock____--- | 2.18 | .55 | Down 75. --- Up 16, 
W heat-corn-livestock _- z.. 1. 48 | .81 | Down 45__-. Up 37. 
W heat-roughage-livestock : 1. 57 | .66 | Down 58_. Up 13. 
Southern Plains Winter wheat. _- 3. 34 | .82 | Down 75 Down 14 
Southern Plains wheat-grain sorghum_. 2. 32 .64 | Down 72. Down 18 
Washington-Oregon-wheat pea.....-.-.-.-- 3. 89 | 2.91 | Down 25_....-| Up 44. 
Northern sheep ranches_- zt ian .97 L@ st Up: cc.ic..)] Up Bw: 
Northern cattle ranches__  ceaedlanaene 1.14 | .20 | Down 82-- Up 17. 
Intermountain cattle ranches.______- | 1. 47 | 1.31 | Down 11_-. | Up 33. 
Southwest sheep ranches. tae eat .15| 1.16 | Down 100. | Nochange. 
Southwest cattle ranches-____- renee 7 —. 69 — 100. -- sea 
New Jersey egg farms__ RP Te es 93 | —.29 | Down 100- Tp 53. 
DOORN GOUT 88 ce cece nn ee a Pughi aah 74 | .90 | Up 22____-. Up 67. 
Eastern Wisconsin-dairy. ake 3 ; hak | 73 | .52 | Down 29.... | Up 82. 
Western Wisconsin-dairy_.__._- teenie. © . 60 | .63 | Up 5........--| Up 72 
Minnesota hog-dairy____- Se Se ‘ . 68 | .58 | Down 15.. Up 66. 
Corn Belt hog-dairy____-.-_---- F ‘ | 1.18 | . 99 Down 16_- | Up 4l. 
Corn Belt hog-heef raising. ...........-- eueeas . 80 . 66 | Down 18... | Up 38. 
Corn Belt hog-beef fattening__._- : aul sabes 2. 37 1.46 | Down 38......| Up 30. 
Corn Belt cash grain__- ea ae ie 2. 20 | .66 | Down 70.-_-- Up 30 
Kentucky tobacco-livestock...........:_-- : . 92 . 53 | Down 42__-- Up 2. 
eee, a ee ee ee eee . 56 .76 | Up 36. 
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Figures for nonfarm wages are from Economic Indicators, published by Joint Congressional Economic 
Committee, and figures on family farm labor returns are from Agriculture Information Bulletin No. 176, 
“Costs and Returns on Commercial Family-Operated Farms” published by the Agricultural Research 
Service, U.S. Department of Agriculture. 
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Mr. Patton’s COMMENTS ON TABLE I 


The figures shown in table I reveal the extent to which current farm policies 
are not meeting the need. The figures are from a publication of the Agricultural 
Research Service of the U.S. Department of Agriculture, Agriculture Informa- 
--on Bulletin No. 176, “Farm Costs and Returns on Commercial Family-Operated 
Farms, by Type and Location.” A few of the figures are taken from the current 
issue of Economic Indicators, prepared by the President’s Council of Economic 
Advisers and published by the Joint Congressional Economic Committee. 

This table shows the hourly earnings of farm operators and their family mem- 
bers on 27 different types of typical commercial family farms and the hourly 
wages of several types of nonfarm jobs. Figures are shown both for 1957, the 
latest year for which the farm figures are available, and for the annual averages 
for the period 1947-49. Iam not one of those who believe that nonfarm workers 
are getting too much. Frankly, I do not believe that many of them are getting 
enough to maintain a properly expanding national economy. But I am saying 
that the table does indicate that even on our highly efficient, well-stocked, 
representative full-time family farms, the return to an hour’s work is unreason- 
ably, unjustly, and uneconomically too low. 

These figures deserve careful study. I should like to underline several points, 
relevant to these hearings, that these figures seem to bring out. 


FARM EFFICIENCY UP, FARM EARNINGS DOWN 


On the family farms of the country, by and large, hourly earnings of operators 
and family labor, which even in 1947-49 period were well below nonfarm 
incomes, have dropped sharply, even though there has been a very rapid increase 
in farm output per man-hour of labor. 


FARM DISPARITY 


Another point these figures bring out is that even in 1947-48, when prices 
received by farmers averaged 108 percent of the parity index, the hourly labor 
earnings of most representative full-time efficient family farms were consider- 
ably less than the hourly earnings of comparable off-farm jobs, ranging from 
only one-third to about two-thirds as much. I am not here trying to make exact 
comparisons. My purpose is merely to underline a general condition which 
indicates both the economic justification and the fundamental justice of your 
committee continuing to try to do something to improve and stabilize farm 
income. 

The Department of Agriculture figures shown in the table are based upon 
careful scientific research. The operator and family labor returns are calculated 
according to generally accepted accounting principles and methods. The 
imputed capital returns in calculations are based upon farm mortgage interest 
rates, certainly a conservative figure (averaging around 5 to 6 percent), com- 
pared with the (8 to 15 percent) return received on stockholders’ equity by food 
and fiber processing, wholesale and retail corporations. 

Glancing down through the 1957 column of farm figures, you will find that, in 
many cases, the per hour returns on family farms were as low as one-tenth that 
of nonfarm workers, and in practically all cases the hourly wage of family farm 
operators was less than the legal national minimum wage and less than half 
the hourly earnings of reported nonfarm jobs. 

The farm operator labor income figures I have cited are not those of the down- 
trodden and poverty stricken in agriculture. These figures do not include the 
farm operators. Hourly earnings on the low productivity farms are extremely 
low, much lower than the figures in the table. The low productivity farms that 
are not found in the table represent the bulk of American poverty and a special 
additional problem with which farm policy must deal. 


FAMILY FARM OPERATORS COULD GET MORE WAGES AS HIRED HANDS 


Average hourly wages paid to hired farmworkers were higher in 1957 than 
the hourly labor earnings of family farm operators on over two-thirds of the 
different types of representative family farms. The wages of hired farm- 
workers, still far below the level set by Congress as fair minimum wages, 
and far below those of nonfarm workers, nevertheless exceed those of their 
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employers and have increased by 36 percent in the last 10 years, whereas the 
income of farm operators has dropped sharply. 

Mr. Patron. I also request permission to place in the record a list 
of suggestions I wish to file with you with respect to various features 
of the recommended supply-control program. 

The CuarrMan. Without objection you may do so. 

(The material referred to follows :) 
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SuPPLEMENTAL LIst OF GENERAL SUGGESTIONS CONCERNING SuPPLY CONTROL 
PROGRAMS 


1. To be adequate to the need, supply control must be provided sufficient to 
adjust market supply to market demand commodity by commodity, year after 
years, as is done in the tobacco program and as is provided in the Johnson, 
McGovern, Metcalf, Hogan, and Coad bills and in the Hagen bill for eggs, 
chickens, and turkeys. 

2. Marketing quotas or allotments must be set at no greater than the volume 
that can be expected to clear a full employment market at the stabilization 
price, as is provided in the Johnson, McGovern, and Hogan bills. 

3. The supply controls must be established as permanent operating programs 
to solve the chronic farm income problem. They should not be considered as 
a one-time readjustment that can be relaxed or discarded when some imagined 
emergency is over. 

4. The supply control program must provide for universal control over all 
producers of the commodity. 

5. Reliance for effectiveness of market supply control for commodities other 
than tobacco and feed grains must rest upon sales quotas or control over volume 
of sales rather than upon acreage allotments, baby chicks, or other input 
items. 

6. Penalties for overquota sales must be sufficiently high to insure virtually 
universal compliance. 

7. Individual producers of commodities, other than feed grains and tobacco, 
should be authorized to produce and store, under bond, as much of the com- 
modity as they see fit. The marketing control would be on volume of sales, 
not on production. 

8. In the case of feed grains, controls must be operated through the land input 
and should be made effective and enforcible by per acre penalties for over- 
planting, as is proposed in the Coad and Hogan bills. 

9. National marketing quotas for export commodities would cover domestic 
use plus exports for dollar sales at the stabilization level, with or without export 
equalization payments, plus sales under international agreements plus Public 
Law 480-type exports, as provided in the McGovern, Hogan, Metcalf, Burdick, 
and Marshall bills. 

10. The term “‘market supply control,” as I have used it, refers interchangeable 
to marketing quotas on a unit basis, a nationwide or industrywide marketing 
order, or to some other type operation based on the same economic principles, 
as is specifically spelled out in the Hogan and Metcalf bills. 

11. The legislation must provide for a fair and equitable system for distribut- 
ing the national marketing quota among individual farmers as is done in the 
Johnson, McGovern, Coad, Hogan and Metcalf bills or require the Secretary 
or producer board to do so in accordance with criteria established in the law 
as proposed in the Marshall bill and the Hagen poultry bill. 

12. The primary burden of price and income stabilization should not be put 
on Government commodity loans and purchases. This is the job of supply 
control. 

13. Government loans should be used with storable commodities to prevent 
unreasonable seasonal variation from the established average annual price and 
to hold surplus commodities only for so long as required to permit the following 
years’ supply adjustment to take up the slack. 

14. Government purchases should be restricted to those required to fulfill 
Government distribution programs and to prevent temporary market gluts or 
speculation to reduce seasonal prices to an unreasonable degree below the ex- 
pected average annual price. 
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Mr. Parron. Finally, Mr. Chairman, as I stated at the beginning, 
Mr. Christianson has a statement he would like to file for the record 
which is supplementary and complementary to the remarks I have 

ade. 
eThe CHAIRMAN. Without objection, they will be submitted for the 
record and we will be very glad to have you comment, Mr. Patton, on 
these tables if you desire to do so. 

(The statement of Mr. Christianson follows :) 


STATEMENT OF EDWIN CHRISTIANSON, PRESIDENT, MINNESOTA FARMERS UNION 


I am happy to have this opportunity to present our views before this committee 
and to say that we regard these hearings as very significant because there are 
several actions which need to be taken on farm matters by this session of 
Congress. 

I want to associate myself with the comments and recommendations of Mr. 
Patton, our national president. 

We appreciate the difficult position which the committee is in, due to the 
attitude of the administration on farm policy. The recent wheat example, cer- 
tainly, is not encouraging, since once again it has put the Congress in the position 
of being severely criticized for not acting, and then equally as severely criticized 
for acting. 

Nevertheless, the fact that there is no leadership from the administrative 
branch does not mean that the Congress should cease to try to exert leadership 
as far as is possible. 

There are some conditions in agriculture which should not be left unreme- 
died—there are some conditions which will become increasingly more serious 
by a year from now—and there are some conditions which will cause severe 
damage to the national economy if not corrected before next year. 

Since this is true, it becomes the responsibility of the Congress to construc- 
tively put together the kind of legislation which it believes will be of some 
assistance to the Nation. 

Three conditions are becoming intolerable and need to be acted upon as soon 
as possible : 

1. The low level of farm prices and income. 

2. The collapse of market levels on perishable farm products, now on eggs and 
soon to come on hogs and other products unless action is taken. 

38. The tremendous surpluses and excessive cost of the ineffective Benson 
program. 

As we told the Agricultural Subcommittee of the House Committee on Appro- 
priations early in April, unless Congress forces a reversal of the present policy, 
the Nation may some day see a Benson budget of $10 billion a year and total 
national net farm income less than that figure. 

We expressed to the Appropriations Subcommittee our view that a full parity 
farm program can be operated through direct payments and allotments at less 
than half the cost of the Benson program and that we could avoid both the 
economie deficit which has resulted from low farm income and the accumulation 
of further surpluses of farm commodities. 

We feel that the basic things which we must have in any farm legislation 
are the following: 

1. Bring farm income to parity levels. 

2. Cease the new accumulation of large stocks of farm commodities. 

3. Bring the farm program cost to a reasonable figure. 

In our statement, we wish to use an illustration of how a combination of allot- 
ments and direct payments can achieve these three program goals on one farm 
commodity—dairy products—and how a similar program could be tailored to 
fit many other commodities. 

We believe that a dairy program along the line of the program spelled out 
last year in title 6 of the omnibus House farm bill could bring dairy prices to 
90 percent of parity, yet could be operated at an annual cost to the taxpayers 
of $50 to $100 million a year compared with the outlay of $200 to $400 million 
a year in recent years to achieve a price average of about 75 per cent of parity. 

As you know, title 6 has been reintroduced, with some revisions, in this session 
by Congressman Lester Johnson in the bill H.R. 6750. 
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The Johnson bill would authorize the use of deficiency payments, compliance 
deposits and market allotments to achieve stabilization of dairy prices and pro- 
duction at reasonable levels. 

An important consideration about the Johnson dairy bill is that it would per. 
mit dairy farmers for the first time in history, to vote on the type of program 
they would prefer to have in operation. 

The Johnson dairy bill would place much of the administration of the new 
dairy plan in the hands of a farmer-elected national dairy board. Decisions on 
establishment of marketing allotments and levying of compliance deposits would 
be made by the dairy board, rather than the Secretary of Agriculture. The 
dairy board would also estimate the probable free market price of manufactur. 
ing milk in the absence of a support program. If it appeared that the average 
market price would be less than 90 percent of parity, the dairy board would be 
authorized to establish marketing bases and allotments for each dairy farm 
and would alse be authorized to require the deduction of compliance deposits 
of 25 to 50 cents per hundredweight from the price paid to producers for milk. 

If allotments are required, the marketing base for each producer would be 
the average production for a 3-year period. The marketing allotment would be 
reduced below the base of 1 percent for each 5 percent which the market price 
was likely to be below 90 percent of parity. 

Farmers who stayed within their marketing allotment would be eligible to 
receive a refund of the compliance deposits in full and also to receive a defi- 
ciency payment to represent the difference between the market average price 
and the support level. 

The compliance deposits of farmers who exceeded their allotment would be 
defaulted and would be appropriated to CCC to be used in helping finance the 
support program payments. 

From this brief outline, it can be seen that the Johnson dairy plan would be 
self-regulating, because any weakness in price would result in the incentive 
being offered for a reduction in volume. 

The program would be self-financing in large part because the defaulted com- 
pliance deposits would be available if some producers failed to comply with 
their allotment. 

The program outlined in the Johnson dairy bill would be a voluntary one. 
A producer could produce and market as much milk as he desired if he was 
willing to forgo receiving a deficiency payment and did not intend to claim 
a refund of his compliance deposits. Yet, for the average producer, the com- 
bined total of the deficiency payment and the compliance deposit would repre- 
sent too large a sum for him to wish to exceed his marketing allotment. 

Furthermore, the allotments and compliance deposits would be in effect only 
when prices threatened to fall below 90 percent of parity. They would act as 
a preventive measure, encouraging a reduction in production volume as quickly 
as any price weakness appeared likely. Thus, we would avoid surpluses rather 
than waiting for them to develop and then trying, with costly and largely in- 
effective measures, to reduce or dispose of them. 

The formula contained in the dairy bill, we believe, could be tailored to fit 
any or all of the major farm commodities, with the same desirable results of 
maintaining fair farm income, avoiding the accumulation of further surpluses, 
and bringing the cost of farm programs to a reasonable figure. 

Because such programs would be self-regulating in nature, we would head off 
surplus and price trouble before it happened. Therefore, we are confident that 
such programs for the major commodities could be operated at an annual cost 
of less than $1 billion a year to the taxpayer. 

A program of market allotments, together with compliance deposits at 10 
percent of the parity price for each commodity, would take care of most of the 
stabilization problem for most commodities, leaving only a nominal amount of the 
support funds to be supplied by the Public Treasury. 

Such a program would not only be very effective on the perishable items, but 
would be practical as well on the crops on which we are seeking to broaden our 
export volume. 

Farm leaders in the Congress, many of them on this very committee, have 
time after time made legislative proposals which would have improved the 
farm programs. 

While the opposition of the administration forces us to delay the adoption 
of a program based on market allotments and deficiency payments, Canada is 
moving ahead to try to solve its farm price difficulties by use of the production 
payment principles on milk, eggs, and perhaps hogs as well. 
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A program of incentive payments to attract hogs and cattle to market at 
lighter, more desirable weights, would help considerably to reduce market 
volume to demand. 

For example, by offering incentive payments of $1 to $3 per hundredweight for 
hogs, marketed at 200 pounds or less, a sizable cutback in market volume 
eould be achie* —d. 

We need to consider that the 1959 pig crop will be about 9 million head greater, 
and the feed supply will be about 30 percent greater per animal unit than in 1955, 
the year we suffered the great collapse on hog prices. 

sy bringing these hogs to market at 200 pounds or less instead of 240 to 250 
pounds, we could achieve a reduction in pork volume of as much as 20 percent. 

We could thus avoid the oversupply and the price break which are otherwise 
sure to come late this year and next. 

To those who would propose that we should let the hog situation iron itself 
out, let us point out that if the addition to the feed -arryover of some 11 million 
tons of feed in just this past year (from 59 to 70 million tons) were to be fed 
up—it would mean an additional 22 million hogs on the market. 

Hog incentive payments would be a method of preventing surpluses, rather 
than curing them after it is too late. 

If an overall program of market allotments were to be established in order 
to tailor the market volume to national needs, it would be advisable and necessary 
to make available a program temporarily, at least, to divert some resources out 
of agricultural production. 

Our farm productivity at least for the present is likely to outrun visible 
demand. We do not believe that there is any point in using valuable resources 
in the production of commodities surpluses for which there is no ready market. 
This is not to say that we should have a program of planned scarcity, but that we 
should cut back on production to the extent that it outruns all possible demand 
domestically, for export and for needed reserves. 

The soil bank has not proved to be an effective measure for reducing the 
resources going into agricultural production. Whether or not the soil bank 
was sound in theory, at least it has been administered into ineffectiveness. The 
soil-bank acreage reserve has been terminated and the conservation reserve will 
expire after the 1960 signup. 

In the consideration of any land-diversion program, we ought to avoid the 
mistakes and shortcomings of the soil bank. 

We believe the House Appropriations Committee made a very good suggestion 
when it proposed that a diverted acres program could be carried out much more 
effectively within the framework of the ACP program. 

We would feel that a land-retirement program, if it was operated in conjunction 
with the type of a price support program as proposed herein, could be success- 
fully run on an effective scale yet at much less than the cost of the soil bank. 

Farmers would be able to take land out of production at a nonfinal rental if 
they were assured of a satisfactory return on the remainder of their production. 

We believe that it will take many years to use up the surpluses accumulated 
under the Benson program. To use them up within a 2 or 3 year period, in our 
opinion, would require that 80 to 100 million acres would have to be taken out 
of production. The economy of our agricultural areas could not withstand a 
third of the cropland being taken out of production at one time. 

We would propose instead that the goal be to work off the surpluses over a 
longer period of time with perhaps 10 to 20 percent of the cropland being taken 
temporarily out of production. 

We feel that the diverted acres program must be such that it will fit into 
the normal rotation and cropping programs of typical farmers. 

We also feel that there must be a limit to the acreage which any farmer 
can place into the program, so that we avoid the undesirable effects of whole 
farms being taken out of production. The program should be operated in a 
way that will keep the farm production unit intact. 

We believe a workable program could be developed along the following lines: 

1. Each farmer, who wishes to be eligible for any support loans or govern- 
ment support payments, would be required to keep 10 percent of his cropland 
base out of production and in the ACP conservation program as a regular matter, 
with no payment except cost-sharing on the ACP practices. 

2. A program of rental payments to encourage placing additional acreage, 
ranging between 1 percent and 10 percent of cropland base, into ACP practices 
under a 2-year program under which no cropping or grazing would be 
permitted. 
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3. The rental payments would be based on the prevailing average rent on 
land in the respective township or county. 

4. A program of additional incentive payments ranging from $1 to $10 per 
acre, with a rate of $1 in incentive payments for each 1 percent of the cropland 
base being placed in the 2-year ACP program. Thus, a farmer could qualify 
for payments under this program, totaling the rental value plus a maximum 
of $10 an acre in incentive payments if he had the full 10 percent of his crop- 
land in the regular ACP and another full 10 percent in the ACP 2-year program. 

We estimate that under such a program, we would annually have about 50 
to 60 million acres taken out of production, half of it under the ACP 2-year 
program and the other half of it voluntarily under the regular ACP without 
any compensation except for cost-sharing on the practices. 

We believe that a land-diversion program of this sort is a necessary part of a 
broad farm program, because it is important to the future of the Nation to 
preserve and build up the soil resources. An ACP land diversion program, or 
land-use adjustment program as it used to be called in the earlier years of the 
AAA program, would provide a way in which soil nutrients could be maintained 
and built up while the land was placed temporarily on a standby basis. 

We believe that the essentials which we have outlined, including market allot- 
ments, compliance deposits and direct payments are the framework of a work- 
able program for most farm commodities. Further, we believe that a farm 
price support program needs to be supplemented by a land-retirement program 
over a period of years and that this can be done most effectively and most 
economically within the framework of the ACP program. We recommend these 
actions to the consideration of the committee. 


Mr. Parron. I think I may do so a little later, Mr. Chairman. 

Thank you for your courtesy. 

This completes my prepared statement and I shall be happy to dis- 
cuss any point that the members may care to explore. 

If I may, I would like to ask Mr. Baker, our economist, to discuss 
this table. 

The Cuarrman. All right, sir. 

Mr. Baxer. Mr. Chairman, table 1 merely lists some 27 different 
types of family-operated commercial farms which the working farm 
management economists in the Department of Agriculture have been 
collecting statistics on based upon scientific sampling methods over a 
period of some 20 years. 

The figure that we have taken as indicative of the economic position 
of the farmers with the average hourly earnings of a farm operator 
and family labor are shown there and we have, in addition, included 
four types of nonfarm labor that was reported in the Economic Indi- 
cator, a publication of the Joint Economic Committee, which indi- 
cates also the average hourly earnings of those types of labor. 

The significant point in the table for your consideration would 
seem to be the nonfarm average hourly earnings which have been up 
between 50 and 60 percent since 10 years ago, where as on almost all 
kinds of family-operated farms the average hourly earnings after 
operating expenses and return on capital investment are down one- 
quarter to two-thirds, and in some cases have completely disappeared in 
the past 10 years. Even 10 years ago they were in better shape than 
they are now, the average hourly earnings of family-operated farms 
and family labor on commercial family farms being considerably 
lower than comparable all farmwork. 

In the set of figures relating to farms, the ones shown for 10 years 
ago are 60 cents, 37 cents, 89 cents, as compared with other hourly 
wages of $1.08, $1.82, and $1.39. 

Another interesting point in the table in the last two columns is the 
change in productivity per man-hour. In almost every case, except 
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in the true drought areas, productivity per man-hour on family farms 
has gone up tremendously in the past 10 years. The figures range in 
this column from 16 percent to 67 percent. The hourly return and 
income from that same hour of labor is down considerably in the same 
period of 10 years. That same hour of labor is producing about half 
again as much production efficiency. 

Another interesting thing about the table is that commercial oper- 
ated family farm operators pay their own hired labor more than they 
pay themselves or are able to earn. The average hired farmworker 
hourly wage, according to the Department of Agriculture report, was 
76 cents an hour and almost all of these 27 different types of farms 
using family labor are able to earn less than 76 cents an hour. That 
is a whole lot less than what Congress said ought to be the national 
minimum wage, and a lot less than the farmworkers get. 

One more thing with respect to the statement, Mr. Chairman, is 
that these figures for family farms as reported in the Agriculture 
Information Bulletin No. 176 of the Department, these are not farms 
representing the so-called poverty American agricultural area, low 
productivity farms, or the downtrodden farms in certain areas, in 
the so-called bypassed areas, but these are typical full-time, fully- 
stocked, and completely adequate family farms operating on a com- 
mercial basis. 

These are not figures for the low-income agriculture but these are 
full-time family farms. These are the relative statistics in the take- 
home pay category type of comparison that we understand best. 

Mr. Jounson. May [ask a question here ? 

The CHarrMan. Yes. 

Mr. Jounson. I notice in going over your 1957 dollar return 
column there is only one industry showing a raise and that is the 
sheep industry; am I correct ? 

I have not gone over it as carefully as you have, Mr. Baker, but 
is that correct ? 

Mr. Baker. The northern sheep ranches, the northeast dairy and 
the western Wisconsin dairy, are up a little bit. 

Mr. Jounson. But there is a big jump in the sheep industry ? 

Mr. Baker. Yes, sir. That caused the kind of program we recom- 
mend and adapt for other commodities. 

The Cuatrman. What do you think is the cause of it? Is it 
due to the fact that it is hard to get people to look after the sheep ? 

Mr. Parron. Mr. Chairman, if I may comment on that, since I 
come from that part of the country, one of the main reasons is that 
the industry in recent years has been unable to pay more, but they 
have had to pay more, because of the shortage of Basque herders. 
We have had special efforts made to get Basque herders in this country. 

Mr. Baxer. Let me say that the great bulk of average hourly 
earnings is not hired wages. These are the hourly wages after he 
has paid his cash operating expenses and paid his return on his 
capital investment and then divided the remainder by the hours spent 
by an operator and his own family. These are not hired wages. 

Mr. Poacr. May I ask this: Do not these figures on the change-in- 
man-hour productivity reflect better conditions ? 

Mr. Baker. Particularly in the drought area. 

41478598 
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Mr. Poacr. Certainly when you are talking about the southwestern 
sheep ranches, you have had dry years there. I do not care who it 
was, whether it was Moses himself out herding these sheep, he could 
not be very efficient in the Southwest during the last 7 years. You 
just did not get much results for the labor you put in. 

Is that not a good deal the same sort of thing you are up against 
there in the southern plains with winter wheat “and in the southern 
plains wheat and sorghum farms? 

Mr. Baxer. That is right. 

Mr. Poacr. That so-called decreased efficiency represents no actual 
decrease in efliciency. I understand how it works on paper but does 
it not actually represent the fact that the Lord did not send rain and 
no matter how many hours a man put in, he did not harvest the same 
number of bushels of oe or of grain sorghum which he would have 
harvested in a good yea 

Mr. Baxer. That. is sesteieek 

It is quite likely, Mr. Poage, that for the southwestern plains, 
winter wheat, and southern plains wheat and grain sorghum, the ac- 
tual increase, if it were not for drought would be very similar to 
that for the northern wheat small grain livestock, which is up 16, 
and wheat corn livestock which is up 37. 

The southwest sheep ranches, if it had not been for the drought, 
would probably have shown similar 35 percent increase in production 
in man-hours that the northern sheep ranches did. 

Mr. Garuines. I would like to call attention to the delta small 
cotton item on the fifth line of your chart which shows 61 cents as 
the average hourly labor return for the family-operated farm. Then 
if you go over to the next column the figure there is shown as 24 
cents which is a 37 cent decline. That shows the reason behind many 
of the bills sponsored by those who have come from that area. It was 
necessary to do that because our people were suffering and these 
figures here show it. 

As the gentleman from Texas said, if it had to do with the weather, 
yes, we had a lot of flooded conditions in the area and then we also 
had the drought. We had to plant our cotton over as many as three 
times during some of those years. 

Mr. Baxer. This illustrates the point that on those small delta 
cotton farms in your district, Mr. Gathings, they have increased their 
efficiency in that 10-year period so that each hour of human labor 
means almost a third again more per hour per operator. 

In all of our national discussions of wages and gross national 
product and all of the other things we have talked about, we consider 
by almost unanimous consent that if a worker does not increase his 
wage any more than his increase of productivity per man-hour, that 
is just about the right standard. 

This is pointed out when the cotton farmer raises his productivity 
29 percent and cuts his wage 61 percent. 

Mr. Garutnes. By 61 percent # 

Mr. Baxer. Yes, sir. 

Mr. Tracur. Will the gentleman yield? 

Mr. Garutnes. Yes. 

Mr. Tracur. When, for example, your delta and Texas cotton 
farmers are getting for themselves only an average hourly labor 
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return of 24 or 23 cents, is it not a little unreasonable to expect 
them to pay $1 to $1.50 an hour for outside labor they must hire 
to get their crops harvested ? 

Mr. GaTHines. They have to go 1,000 miles to get that labor. It 
is not available locally. 

Mr. McIntire. It seems to me that the figures Mr. Patton has sub- 
mitted to us are very interesting in relation to the commentary on 
farm wages generally and the fact they are too low, and I am sure 
the gentleman i ir familiar with the fact that we have been working 
with this. It isa real problem. 

Mr. Garuines. There is no question there is a problem there. 

The Cuatrman. Any further questions? 

Mr. Hagen. By your statistics you have demonstrated that farmers 

cannot pay a minimum wage apparently in contravention of your 
polic: y that they should now be subject to a minimum wage regula- 
tion. ‘The farmers’ union is arguing at cross purposes to itself, 

How do you define commercial family farms? Do you use the 
Census figures of the last census defining a “commercial farm”? 
What are the types of farms you include in these figures? 

Mr. Baxer. These figures represent for each of the different areas 
a selection by scientific workers in the Department of Agriculture of 
a typical family-operated farm in each area. It is not the poverty 
farm and it is not the low-producing farm. This is what most Ameri- 

cans think of when they think of a family-operated farm, 

Mr. Hacen. What would be the minimum gross income on a farm 
that falls within your statistical charts ¢ 

Mr. Baxer. It would vary some. 

Mr. Poage. On some you would have a minus figure. 

Mr. Hagen. I am not talking about net income. I am talking 
about gross income. 

Mr. Baker. I might read into the record what the Department 
itself says is the description of the farms the figures for which they 
have reported. These are not my figures. These are figures of the 
Department of Agriculture: 


= 


This is the annual report on farm costs and returns on important types and 
sizes of commercial farms in major farming areas in the United States. It 
presents summary statistics for 1957 and comparisons with data for earlier 
years on 31 types of commercial farms in 18 important farming areas in the 
United States. 


Here is the map of the United States and it shows where each one 
was selected. They are primarily in the center of each different type 
of farming areas in the country. [Continuing quoting :] 


The location of each type of farm reported here appears on the map inside 
the front cover. Two types of farms were added to the report this year. These 
are the dairy-hog farms in southeastern Minnesota and the poultry farms in New 
Jersey. Data for the dairy-hog farms are available back to 1930 and the series 
for the poultry farms begins with 1945. Data for individual years prior to 
1954 for each of these new series are to be released later in separate reports. 

The same general procedure, definition of terms, analyses, and methods of 
summarization were used for each of the 31 types of farms presented in this 
report. Therefore, data for the same type or size of farm are comparable also 
from one type of farm to another. 


Mr. Hagen. But you have no exact definition ? 


Mr. Baxer. Instead of reading the entire thing I am glancing down 
to see if I can find in which par agraph they have their definition. 
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The information presented here represents generally the adjustments made by 
farmers in each particular area to meet changing physical and economic condi- 
tions. Year-to-year changes in weather tend to produce corresponding changes 
in crop production, and these in turn affect livestock production and farm incomes. 

The Cuarrman. If you want that in the record, I suggest you read it 
a little slower. 

Mr. Baker. Thank you. [Continuing quoting:] 

There is considerable variation in acreage of land and intensity of use of 
land among the different types of farms (table 1). For example, land area per 
farm ranged from an average of 10 acres on poultry farms to an average of 
around 13,340 acres per sheep ranch in the Southwest. Little or no land is 
cropped on these two types of farms. 

On the more intensive crop farms the average acreage of cropland harvested 
per farm ranged from around 29 acres on the high-labor intensive tobacco farms, 
where an average of some 135 hours of man labor is used per acre of cropland 
harvested to around 425 acres on wheat-roughage livestock farms where hours 
of labor used average around 8.5 per acre of cropland harvested. 

In further response to your question, Mr. Hagen, it would be of 
significance, I think, to point out the average capital investment on 
each of these types. 

The total farm capital, without identifying the exact one I will read 
some of the figures as I go down the column on page 4 of this report: 
$32,000 ; $36,000 ; $24,000 ; $39,000; $46,000 ; $63,000 ; $100,000. 

The labor returns that are shown in Mr. Patton’s statement are 
the returns that operators and family members can earn on their labor 
on a farm when the capital investment is $100,000. 

The Cuatrman. What is the point you are trying to make, Mr. 
Hagen? It is not clear to me if you are trying to ascertain from 
Mr. Baker what is a family-size farm ? 

Mr. Hacen. The point I am making, is that these statistics are not 
necessarily valid, and of course if you include in your calculations for 
farm income these farms that earn $500 gross and try to determine the 
picture by looking at them or some equivalent farm, you do not arrive 
at a very true picture. You should consider a median farm. 

Mr. Baxer. This is the attempt of the scientific workers in the 
Department of Agriculture to provide the figures for the median fully 
stocked family farm. 

The CuarrmMan. They are U.S. Department of Agriculture figures? 

Mr. Baker. Yes, from this report on “Farm Costs and Returns, 
Commercial Family-Operated Farms By Type and Location.” 

The Cuarrman. Can you tell us what is the family-size farm and 
what is the gross income of the average family-size farm? 

Mr. Baxer. The gross income is different for each different type. 

Mr. Jounson. Mr. Chairman, I ask unanimous consent to put the 
table he is reading from in the record. 

The Cuarrman. It is in the record. 

Mr. Jounson. No; he has another table he is reading from. 

The Cuarrman. It is unnecessary, I believe, to put the whole publi- 
cation in the record. 

Mr. Patron. This report of the Department of Agriculture is an 
attempt to answer the very question Mr. Hagen stated. It is not the 
small farm but it is the median or average farm of that category. 
The average chicken farm would be 10 acres and you can grow a whale 
of a lot of chickens on 10 acres. A sheep ranch might be 13,000 acres 
of a different kind of land where it takes a lot of acres to graze sheep. 
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AsI read it, I understand it to be an attempt on the part of scientific 
workers of the Department of Agriculture to select not the small 
farms or the really great big ones but the median. 

Mr. Hagen. Most of their studies are based on the census definition 
of “farm,” are they not, and that would not be representative ? 

Mr. Parron. I would share your view that if we took a real small 
subsistence farm, a 3-acre patch, that would not be representative 
of what we talk about when we talk about a commerical family farm. 
What we mean when we say a commercial family farm is a farm ade- 
quate in size and adequately capitalized to fully employ the skill and 
labor of the adult members of the farm family exclusive of the wife. 
That might be a dairy farm in Wisconsin, where 10 or 15 acres is a 
pretty good operation for those people. 

Mr. Haaen. I think your statistics on average return per hour are 
low. You have the income of these farmers at a low hourly figure 
because you refuse to recognize that on the farm there are many hours, 
days, weeks, and, perhaps, months of idleness. Moreover I would 
doubt that the average farmworker earns 76 cents an hour, using 
nationwide figures and treating tenants and sharecroppers as workers, 
the figure would be lower. 

Mr. Patron. You think that is too high? 

Mr. Hacen. I do not know how you arrive at it. 

Mr. Baker. Mr. Hagen, take that up with the scientists in the De- 
partment of Agriculture. These are their figures. They publish every 
year the composite average wage. I accept their figures as being ac- 
curate. They make it perfectly clear that this is not the exceptionally 
small or the exceptionally large farms. 

I request permission to do as Mr. Johnson suggested and insert 
table 1 from this official publication of the Department of Agriculture 
in the record. It shows the total acreage of farmland; the cropland, 
the total hours of labor, subdivided as to labor of the operator and 
family and hired labor; the total farm capital, subdivided as to land 
and buildings, machinery and equipment, livestock, and crops 
for sale, feed, and seed in inventory. That is just one simple table. 

The Cuarrman. Without objection, it may be entered fn the record. 

(The table referred to follows:) 
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Mr. McIntire. Mr. Chairman. 

The Cuatrman. Mr. McIntire. 

Mr. McIntire. In view of the fact 1957 is the lowest farm income 
year since 1942, I am wondering if there are comparable figures avail- 
able for 1958. 

Mr. Baxer. No; the 1958 report will not be available for some time 
yet. They engage in very careful scientific research to obtain these 
figures to make sure they are absolutely accurate before publication. 
This was published in June 1958 for 1957. The figures for 1958 will 
probably be available in July or August in a new publication. 

Mr. THomrson. The subcommittee of which I have been the chair- 
man for some time arrived pretty much at the definition Mr. Patton 
gave of what is an average family size farm. Under normal circum- 
stances this provides an adequate living for a man and his family. 
We added something for our own use that we recognize there is apt to 
be one who has in the past operated in that manner and, for some 
reason beyond his control, he is not making that adequate income. 

Mr. Patron. I would like to express for myself and for the Na- 
tional Farmers Union appreciation for the excellent work your sub- 
committee did and we shared their opinion on that. 

Mr. THomrson. We would be doing more of that work now if it 
were not for the critical importance of a major long-range agricultural 
bill. We are just as much interested in this family-size farm, or per- 
haps more so, than we ever have been, but we have had to sacrifice those 
efforts for others. 

The Cuaimman. Mr. Baker, do you want to comment on these 14 
points attached to Mr. Patton’s statement ? 

Mr. Baxer. They are mainly suggestions concerning what Mr. 
Patton calls supply control programs. I will be glad to read them 
again if you like. They in effect say that the various features of the 
tobacco program should be adapted and applied in ways that fit the 
characteristics of the other commodities. ‘The essential features of 
what you have called the old farm program could be adjusted. 

The Cuatrman. In other words, bring about the necessary adjust- 
ments in production to keep in balance supply and demand ¢ 

Mr. Baker. Exactly. 

_ The Cuarrman. In my view, the only way to cope with the problem 
is to stop producing things we cannot consume and cannot sell. If 
we were to adopt this philosophy at the moment it would be hard to 
administer the wheat program. It would de difficult now to apply 
controls that would be drastic enough to bring supply in line with 
demand. 

Mr. Parron. It seems to me that in order to bring supply some- 
where in line with effective market. demand, such bills as Congress- 
man Poage’s proposal with reference to Public Law 480 and other 
bills before the Congress at the present time are a necessity. 

_ The fortunate thing about it is that they are also, in my view, very 
important in line with an effective arm of our foreign policy, partic- 
ularly the economic arm. I think the whole idea of food for peace is 
not only a very valuable one but a very essential one in the troubled 
world in which we are living, and at the same time will fit in with the 
gradual working off of supplies we now have on hand. I do not like 
to refer to them as surplus disposal, because people in other parts of 
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the world cannot think of food as a disposable item. Our Indian 
friends who come to our meetings always chastise us when we talk 
about surplus disposal. They say, “If you have to use the word 
‘surplus,’ at least use the word ‘utilization’ instead of ‘disposal.’ ” 

I am not so sure we do not want to keep ourselves in the position 
where we can contribute as capital—I do not mean give but loan— 
some of these valuable commodities we have. 

The Cuarrman. Taking into consideration all the authority we 
have given the Secretary of Agriculture in Public Law 480, do you 
know of any authority on earth that he wants that he does not now 
have? 

Mr. Patron. Mr. Chairman, I am not aware—I feel that the au- 
thority is available. 

The CHatrman. We have asked him the same question and now 
you are talking about long-term commitments in the surplus disposal 
or surplus utilization program. He has authority now to do it, I 
think, but he does not want it. In this committee room he said he 
does not want to proceed in a program of that kind, but we know 
surpluses will be with us for some time to come. He has the author- 
ity. The machinery is all there. The old farm program has not 
been torn to pieces. It is on the books and just needs to be used. 

The corn farmer was maneuvered in such a way he has no program 
and he will be as naked as a jaybird. When we did away with all 
these formulas about supply and carryovers we said notwithstanding 
the supply situation we would keep production control, and for 15 
or 20 years we had it under strict control, and if we had had these other 
commodities under strict control I think we would be better off, but 
if you have them under control one year and not under control the 
next year you cannot have an effective program. 

Mr. Baker. Since you force me, I would like to emphasize two 
points. One of them is embodied in the Coad-Hogan bill. There 
are two things we have to do. One is to have enough production in 
the total program to balance annual production with annual volume 
of demand at fair prices. 

In a transitional interim period we have to have enough extra pro- 
duction to augment whatever is unneeded to allow the orderly use of 
whatever unneeded Government inventory now exists. 

The CHairmMan. Suppose you were to impose right now a 25-per- 
cent reduction in wheat, how long would you have to continue that 
25-percent reduction in order to get rid of the surplus we now have? 
I am talking about a 25-percent reduction in planting. How many 
years would the program have to be continued before we would be 
out of the woods, so to speak ? 

Mr. Parton. I do not know how much wheat in terms of biological 
warfare and other top secrets I do not have and should not have, 
probably, we should keep for an emergency security reserve. Then 
there is a certain reserve for droughts. 

Mr. Apert. If we had a drought cycle—which we have been having 
off and on ever since the country was settled—in other words, it 
would depend upon the weather ? 

The Cuarrman. Assuming the weather is normal—we have not had 
normal] weather for some time. 








GENERAL FARM LEGISLATION 117 


Mr. Baxer. A program could be devised that would reduce what- 
ever is the unnecessary part of the Government inventory within 4 
years. 

Mr. Parron. Mr. Coad and I were delegates to the Atlantic Con- 
ress, and one of the proposals at the Atlantic Congress was that 
the NATO countries create a massive economic or investment fund. 

I have made a proposal—it is not an official Farmers Union pro- 
posal, but I would propose that we invest $3 to $5 billion of our 
commodities in the Commodity Credit Corporation in an interna- 
tional development corporation either under the United Nations or 
in connection with the Atlantic Congress proposal, and turn those 
commodities over to that corporation with the understanding that 
none of it will be sold or used in the commercial markets. First I 
would protect the commercial markets of the world, then by specific 
planned programs under such an international agency use these 
commodities over a period of years. This would lift the overhang 
off the American market and at the same time give tremendous stimu- 
lation to international development and, although it has cost us 
something in the past, it is something that is paid for. 

The Cuamman. Mr. Benson has that authority now. He would 
not have to create a new corporation under a highfalutin name. 
You have people all over the world. I do not know if there is an 
cooperation between our Department of Agriculture and FAO, but 
do know that the head of FAO should be able to give Mr. Benson 
correct and accurate information about the economic situation 
throughout the world. They know where the food is and they know 
where the food shortages are. It seems to me through FAO he 
should be able to get rid of this food. 

What is FAO doing, anyway ? 

Mr. Parron. I beg pardon ? 

The CuHarrmMan. What is FAO doing, anyway ¢ 

Mr. Parron. My view is it has devoted too much of its time to 
technology and has not been permitted by the member countries, of 
which ours is one, to engage in international food distribution. That 
is not the fault of FAO. ; 

The Cuamrman. You are talking about creating a corporation and 
giving it $3 billion worth of commodities. 

Mr. Parton. Investing it. 

__The Cuatrman. FAO has turned thumbs down on the food bank 
idea. Every once in a while a new Congressman comes up with the 
food bank idea, thinking it is a new idea. It has been brought up for 
years. 

I went to Rome and went to the FAO and tried to sell them with 
the idea, and before I got out of there they sold me on their idea, 
that they did not want a world bank of food, and if they had one it 
would give them too much trouble. 

Mr. Patron. In 1946, at Copenhagen, our Government, along with 
other governments, agreed to establish a world food bank, and then 
for some reason our State Department reversed the position of our 
delegate. 

In 1949, under the so-called international commodity clearinghouse 
proposal, it was the U.S. Government and the Government of Great 
Britain that turned it down. 
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My point is that by these actions over a period of 13 years natu- 
rally the civil type of employee in FAO is not going to stick his neck 
out after two major countries of the world have turned down the 
proposals repeatedly. 

They were turned down because Mayor LaGuardia, President of 
UNRRA in 1946, said it would have a tendency to bring a stable mar- 
ket to the world market, and that the speculators would not like. 

A recent figure by FAO in their annual report—or rather the 
United Nations in one of their reports—indicates that the drop in 
commodity prices—raw material commodities—has been six times 
more in dollar volume than all the foreign aid of all countries, in- 
cluding the Colombo plan and our ICA and other foreign- aid 
programs. 

To me it is fundamental that we should try to bring some stability 
not only in the world market but in the international market. That 
is why I strongly favor international agreements to stabilize the mar- 
kets of the world and make for or derly trading. 

I was in Australia recently and they were t ‘talking rather sharply 
about the United States. I defended my Government because I 
thought the producers there were pretty sensitive about something 
they did not have right. But it illustrates the necessity for having 
some stabilized mechanism in the world. 

The Cuatrman. It takes more than one party to make a contract. 
A Mexican delegation came up here the other day to try to reach an 
agreement that would prevent cutthroat competition in cotton. They 
stay ed here for some time and it seemed to me the Mexican proposal 
made sense, but I do not think they will get anywhere with it. ‘They 
made a gentleman’ s agreement, they would not cut each other’s throat 
in the cotton world market and would have a w atchdog committee to 
look after it. I think the Mexicans started the cutthroat competi- 
tion and they have now reached the point they see they cannot reduce 
it any lower. 

Mr. Baker. Mr. Chairman, if I may interpose at this point, it seems 
to me like, from the standpoint of farmers and the effect of farm 
income on the national welfare, the implication you and Mr. Patton 
have been talking about is this: Our total foreign demand for exports 
of U.S. farm commodities is going to be whatever it is going to be as 
a total of dollar demand in total “export plus whatever international 
agreements and Public Law 480 exports we may by congressional 
action and executive branch action bring about. That amount in 
any particular year can be measured and determined and added to 
the volume of domestic demand commodities. 

Then it only makes sense that the farmers be given the police 
powers to themselves operate a control program to see that their 
total marketing of that commodity does not exceed the total. That is 
the main point we have tried to make. 

The CHarrman. It would not take an act of Congress to put such 
a program into operation. We have an immediate situation. It looks 
to me like we need to do something now. That is why I asked if 
you knew of any authority we could give the Secretary that he does 
not now have 

Mr. Baxer. No additional authority. Maybe you could set up a 
mandatory program of reducing the total plant, not only temporarily 
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but reduce annual augmentation of supply so that a part of the exist- 
ing inventory can be fed into normal markets in an orderly way. 

Mr. Teaeur. Mr. Chairman. 

The CuarrmMan. Mr. Teague. 

Mr. Treacun. If I understood Mr. Patton correctly, the original 
rejection by the United States of the food bank plan was in 1946? 

Mr. Parron. Actually, Mr. Teague, the actual act itself occurred in 
the spring of 1947, but the original action was at Copenhagen in the 
spring of 1946. There our delegate voted for it and then our State 
Department and the Treasury, I think, decided it was not the thing 
to do and that temporary vote was withdrawn and support not 
given. 

Mr. Tracur. I see. I wanted to say at least that is something we 
cannot blame on Mr. Benson. 

The CuarrMan. He was with FAO at that time, was he not? 

Mr. Tracue. I do not know about that but it was the State Depart- 
ment under a Democratic administration which ruled against it. 

Mr. Parron. I was not trying to make a political statement. The 
record speaks for itself. 

The Cuarrman. They turned it down and FAO say they do not 
want a food bank. 

Mr. Parron. It seems to me there is one inescapable fact. We can- 
not go on producing at the rate we are producing and hope to come out. 
In all honesty, I do not see how in the world we can go on producing 
at the rate we are producing. 

Mr. Poacr. That is what I want to ask you about. I do not think 
you can support prices on unlimited production. And I do not think 
you can reward a man for violating the rules and then expect him to 
comply with the rules. That is what we have been doing for several 
years. The Department of Agriculture came up here, and in effect, 
compelled this Congress to pass last year’s corn bill which pays every- 
body for noncompliance. It is just a handout from the Government 
with no cooperation at all required on the part of the farmer. Yet 
we had to take it in order to get the President to sign a cotton bill. 

I think if we are to have a program it has to be based on’some farmer 
cooperation. I believe Congress is smart enough to know we could not 
repeal the law of supply and demand and in spite of what some people 
have said, we have never tried todo so. The Benson corn bill rewards 
a man for producing more and more and makes no effort to balance 
supply with demand. 

Do you think we can have a successful control program unless we are 
willing to go even further than we have gone? I have always said if 
a cotton man wants supports he would have to reduce his cotton 
acreage; if a tobacco man wants supports he would have to reduce 
his tobacco acreage; and if a wheat man wants supports he would 
have to reduce his wheat acreage, and I believe that if a corn man 
wants supports he should be willing to reduce his corn. 

Do we not have to say, “You will have to reduce your acreage if 
you want to be in the program” ? 

I am talking about the wheat bill that was mutilated in the White 
House. It died on the operating table. 

Are we not going to have to also say that if a farmer is reducing his 
wheat acreage he cannot plant that extra acreage in something else 
and create a problem somewhere else ? 
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Mr. Parton. I have felt for some time and have said that a farm 
program that applied to only a few commodities and enabled the other 
commodities to go any direction they wanted to go would not work. 

First, I think the American farmer will reduce his production if 
his total income is sufficient to enable him to reduce his production. I 
think—and I do not like to say this because I have for years been a 
proponent and still am of the philosophy of abundance; I have been 
for increasing consumption—but I have reluctantly come to the con- 
clusion in the last 2 or 3 years that the only way the American farmer 
is going to finally solve his problems is to have programs of controls 
in which he very definitely brings his market supply into line with the 
effective market demand, and whatever above that the Government 
decides they want to do in the way of foreign aid and so on they can do. 
But in the long pull I do not = much hope for a substantial foreign 
market, particularly in wheat. The studies show that foreign 
countries might for perhaps 10 years use a substantial quantity of 
wheat. If the governments of the world, including our own, are 
really concerned, I think we could work off over the next 3, 4, or 5 years 
what so-called surplus we may have in wheat and whatever we may 
have in cotton provided we have at the same time programs to bring 
production in line with the effective market demand. 

The CuHatrman. You cannot do it through voluntary programs. 
And what you take out in wheat next year, you would not want that 
to go into feed grains? 

Mr. Parron. I think you have to have a program that will not re- 
sult in a glut in the feed grain market. But you cannot have a free 
corn program on the one hand and a highly restricted wheat pro- 
gram on the other or you cannot have a restricted soybean program 
on the one hand and a freed feed grain program on the other. 

The average farm family has to have so much income. If you cut 
down the price he gets per unit, then if he has an opportunity he 
will increase other units to bring his income up. 

Mr. Poace. How far do you think we have to go? It seems to me 
that if we had production control of all the grains—wheat, rice, and 
all feed grains—that if we can control the production of cotton and 
if we can control the production of tobacco and if we can control the 
production of oil seeds—peanuts, soybeans, and cottonseed, primarily, 
through the control of cotton under a different program—that we 
then probably would not need to go into fruits or vegetables with any 
of the large control programs but could depend on disposal programs 
for those. 

Mr. Parton. I think in many instances the fruit and vegetable peo- 
ple use marketing boards and various devices for limiting the amount 
of supplies that go on the market. I would think milk used for man- 
ufacturing purposes would need to be a part of the program. Mr. 
Christianson may want to comment on that. Most of the grade A 
milksheds already have devices for limiting the quantity marketed or 
for adjusting the supply. 

Mr. Poacr. If we are going to have controls, do you think we should 
submit the controls to a vote of the farmers? 

Mr. Patron. Yes, sir. 

Mr. Poacr. As we do now with a two-thirds majority required ? 

Mr. Parton. If you are asking me ersonally, I do not happen to 
believe in two-thirds because I think that is majority rule. But that 
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is a personal conviction. I would not quarrel with it, but I think it 
rmits a majority to have too much voice. 

Mr. Poacs. I think you have to have a substantial majority to make 
a control program work. 

Mr. Parron. I would agree with you on that particular point. 

Mr. Poace. Would you go further and offer to the farmers a 
choice? You suggested a number of separate programs—that is, it 
seems to me your suggestions are somewhat like the Grange program 
of a commodity-by-commodity approach, and I do not find fault with 
it, but if we are going to have that approach should we not submit 
to the producers of each commodity a choice? 

Mr. Parron. I think that is good democracy. I think the farmer 
is intelligent enough to make a decision. Once in a while I would 
not agree with his decision, but I think he should have alternate 
choices. But I do not think he can have alternate choices and have 
no controls and produce all he wants and expect the taxpayers of the 
country to pay the bill. 

Mr. Poacr. I do not either. 

Mr. Haaren. For years the congress has provided for mandatory 
support of various nonbasic crops without any controls whatsoever. 
How can one who supported those programs criticize the present corn 
program which is exactly identical except for the fact that it was 
voted in by the farmers. 

Mr. Poace. You mean milk? 

Mr. Hagen. Honey was one; milk products, there are no controls 
there. What is the philosophy behind that? 

Mr. Poacr. I have been in the milk business for 10 years and I have 
never understood the philosophy. I do not think there is any, or if 
there is it is not sound. I do not think there is any more reason to 
support the price of milk when the producers will not cooperate to 
balance supply and demand than there is to support the price of 
cotton or anything else when the producer will not cooperate to balance 
supply and demand. Of course, in most fluid milk markets, milk is 


produced under marketing orders which do require a limitation on 
the sale of milk. ' 

Mr. ¢ anos. Mr. Chairman, Mr. Christianson has been before 
thi mmittee a number of times. I wonder if he would not give us a 
re umé f his statement. 


(AIRMAN. OF the record. 


Discussion off the record.) 
\I . A [RISTIANSON., Ish | ce I b) y Lo. 
there are three cong in) had are hee ming intolerable 
o be acted upon a oon po . These conditions are— 
\W level Or 1 n price nda in ne; 
oT olla f marl Darel cs vice’ ries sc ae ; 
4. She collapse of market levels on perishable Tarm products, now 
O01 ; and soon to come on hogs and other products unless action 
i 7a 
[he tremendous surpluses and excessive cost of the ineffective 
: ; 
Ber 1 program that being’ oper ed now. 
We feel that anv new program would | to do the followin: 


Bring farm income to parity levels. 
Mr. Gatrutnes. You mean higher parity levels? 
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Mr. Curistranson. Yes; higher parity levels. 

2. Cease the new accumulation of large stocks of farm commodities, 

3. Bring the farm program cost to a reasonable figure. 

These are the three basic points. 

Mr. Garuines. You refer in your prepared statement to a dairy 
program that could bring dairy prices to 90 percent of parity yet 
could be operated at an annual cost to the taxpayers of less than the 
cost in recent years to achieve a price average of about 75 percent of 
parity. How do you explaint that? 

Mr. Curistranson. The Johnson bill would authorize the use of a 
combination of deficiency payments, compliance deposits, and market 
allotments to achieve stabilization of dairy prices and production at 
reasonable levels. This is a self-regulated program. It is a program 
which in my opinion could be tailored to other farm commodities at 
less than half the cost of the current programs. 

Mr. Garutnes. Would it be easier to put that type of program in 
operation ¢ 

Mr. CurisTranson. Yes; it would be easier, but I am of the opin- 
ion if the dairy farmer had the chance to vote as to this type of 
approach to the dairy problem against the free market price program 
that he would adopt this type of “di airy bill. 

Mr. Garuines. This type of program would cost less? 

Mr. CuristTianson. It would cost less than half of the present 
dairy program. 

We believe a similar program of incentive payments to attract 
hogs at 200 pounds or at lighter weights would cut back the pork 
volume enough to avoid the kind of collapse in hog prices that the 
poultry people have experienced. 

Mr. Poacr. May I ask you there, what will happen to all this feed ? 
In sum total is not all this feed we are producing going to be con- 
verted into meat ? 

Mr. Curistianson. Yes; unless there is a program that will take 
some of our acres out of production. 

Mr. Poace. I am talking about what we have on hand now and 
not what we will have in the future. Is not all the feed in the ware- 
houses ultimately going to be converted into meat ? 

Mr. CuristiaNson. E ventually ; yes. 

Mr. Poacr. And your selling light hogs could only have the effect 
of channeling them to market under more favorable conditions than 
heavier hogs? 

Mr. Curistianson. That is right. 

Mr. Poace. It would not change the sumtotal of all meat on the 
market ? 

Mr. Curist1aAnson. It would immediately change the sum total. 

Mr. Poace. For some time it would, but the sum total of meat you 
will get out of the corn and barley and oats would not change? If 
we fed it all to hogs you would not get as much as if you fed it all 
to chickens, but the American people will buy some hogs and some 
chickens and some lambs so that you will not have much control over 
the poundage of meat ? 

Mr. Baker. Let me tie down a specific point. 

The Cuarrman. The Johnson bill you are talking about, is that 
the Johnson bill introduced by Mr. Johnson, of Wisconsin ? 
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Mr. CuristT1anson. Yes; H.R. 6750. 

Mr. Baxer. With respect to the question of Mr. Poage’s, there is 
now on hand and next year there will be even more feed grains on 
hand. The answer to his question, Will all of that go into meat, is 
“Yes,” 

But the problem is this: If it were necessary to take 45 million 
acres out of feed-grain production to bring annual production in line 
with annual use, it would be possible under the Coad-Hogan bill to 
take out 45 million acres from feed grain for 3 or 4 or 5 years to see 
that it goes in the channels of trade in an orderly way without having 
the effect you have in mind. 

Mr. Poace. What you are saying is that if they will use payments 
in kind they could achive an orderly movement of existing surpluses 
into the market? 

Mr. Baker. That is correct. 

Mr. Parron. I think one other thing ought to be said and that is 
you will probably have pretty a hogs before this is through. 

Mr. Poace. I would hate to see the hog people go through what the 
chicken people have gone through, but I am convinced that in spite 
of all we can do we will not get a feed program, until the price of hogs 
drops to a dime and then we will have a program for everybody. 

Mr. McGovern. Mr. Chairman. 

The Cuatrman. Mr. McGovern. 

Mr. McGovern. I think there is a typographical error on page 4 
of Mr. Patton’s statement. The word “not” I believe should be 
stricken about the middle of the page where it reads, “also, that 
farmers’ markets have not been stimulated by an even higher demand 
during the past 6 years.” Should not that word “not” be stricken ? 

Mr. Baker. It is correct as stated but it is very awkwardly written. 
That probably should read, “it is also true that farmers’ markets 
should have been stimulated by an even higher demand during the past 
6 years.” 

The point is that there was a higher income per person in the past 6 
years than during wartime and a greater demand but that greater 
demand did not maintain farm prices. : 

Mr. McGovern. Actually, what you are saying is there has been a 
greater demand for farm commodities since the end of the war than 
during the war years ? 

Mr. Patron. This comes within the point of elasticity of demand. 

Mr. Levertne. Mr. Chairman, we have been talking about taking 
surplus grains and putting them into meat. I wonder if Mr. Patton 
has any figures as to what impact a good stamp plan would have on 
reducing the staggering surpluses. 

Mr. Parton. I do not know that we have any figures, but at one time 
T asked Mr. Baker to get out these statistics to see what would happen 
if we made available certain meats and milk in the quantities needed 
for some 20-odd-million people who have too low an income to afford 
a full nutritious diet. At that time we figured we might go so far as 
to ration one or two of those commodities because the overhang on some 
of those richer dietary foods is very small. If you put it into a stamp 
plan, you probably, in several of those, such as milk and some of the 


others, would bring your effective demand and supply very close 
together. 
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I am very much for a good stamp plan, not just as a means of using 
farm commodities, but because I think that in a very wealthy country, 
such as we have, we cannot afford to have malnutrition or under- 
nutrition. 

Mr. Levertne. I was appalled to learn the other day from Congress- 
man Smith of Iowa that many people right in his own area have less 
than 10-percent protein diet, certain children. I thought that was a 
sad indictment upon this country and we ought to implement some 
program such as this. 

The Cuarrman. Gentlemen, we must now adjourn. 

Mr. Patton, I thank you very much for your appearance and also 
your colleagues. 

Mr. Parron. Thank you very much, Mr, Chairman. 

The Cuarrman. Our colleague, Congressman Daniel B. Brewster, of 
Maryland, has submitted detailed data which may be found in the 
committee files. We stand adjourned until tomorrow morning at 10 
o'clock. 

(Thereupon, the hearing was adjourned at 12:05 p.m.) 
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WEDNESDAY, JULY 1, 1959 


House or RepresenTATIVES, 
CoMMITTEE ON AGRICULTURE, 
Washington, D.C. 

The committee reconvened, pursuant to recess, at 10 a.m., in room 
1310 New House Office Building, Hon. Harold D. Cooley (chairman 
of the committee) presiding. 

The Cuarmman. The committee will please be in order. 

The committee is honored to have with us this morning Mr. 
Charles B. Shuman, president of the American Farm Bureau Federa- 
tion, the largest farm organization in America. 

I shall ask the members not to interrupt you, Mr. Shuman, until 
you have finished your prepared statement. 


STATEMENT OF CHARLES B. SHUMAN, PRESIDENT, AMERICAN 
FARM BUREAU FEDERATION; ACCOMPANIED BY JOHN C. LYNN, 
LEGISLATIVE DIRECTOR 


Mr. Suuman. Thank you, Mr, Chairman. 

I appreciate very much the opportunity to be here. I want to ask 
the privilege of having the entire statement placed in the record. 
I shall read only the first four pages in the interest of time. We 
will submit for the record the complete statement with attachments. 

The Cratrman. That may be done. 

Mr. ‘SuumMan. We appreciate this opportunity to present our views 
with respect to a general farm program. As we understand it, the 
committee intends to hear the views of the general farm organizations 
and commodity groups and then to conduct extensive hearings 
throughout the country during the summer and fall. Since there is 
no specific legislative proposal before the committee, our statement 
will be general and rather brief. 

We are now beginning our annual policy development process in 
Farm Bureau and are attempting to activate the more than 2,600 
county farm bureaus to study and make recommendations on many 
important issues, among them the farm price support and adjustment 
program. 

It seems to us that one of the basic questions that must be decided 
is what is the proper role of the Federal Government in agriculture. 
Farming is a high risk business. Farmers have many problems. We 
all recognize the need for a healthy agriculture and its importance 
to the well-being of the Nation. 

‘arm Bureau believes that there is a place for reasonable price 
support and adjustment programs, and we think it is time for the 
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Congress to put aside short-time political maneuvering and lend a 
helping hand to agriculture to maintain reasonable price supports. 

During the past 30 years, successive Federal laws have been enacted 
for the stated purpose of bringing needed stability to this country’s 
agricultural economy. Well intended as these statutes may have 
been, the distortions in supply, production, and marketing that have 
resulted therefrom are currently having a substantial adverse effect 
on farmers. While price supports can serve a valuable purpose by 
facilitating orderly marketing and orderly adjustments to changing 
conditions, it is apparent that Government price fixing has not insured 
satisfactory farm income. 

We believe that farmers want less Government interference in their 
individual farming operations rather than more. With regard to 
price support and adjustment programs, it is our conviction that a 
majority of farmers want every means used to eliminate the excessive 
accumulation of surplus agricultural production, to substantially re- 
duce the use of public funds in ways that create incentives for excess 
farm production, to restore the farmer’s freedom to utilize his re- 
sources as he chooses, to allow prices to respond to supply and demand, 
and to reduce costs of these programs to taxpayers. Farmers also 
want to stop piling burdens on unsupported commodities through the 
forced diversion of productive resources from price-supported 
commodities. 

Some Government programs have contributed greatly to the solu- 
tion of farm problems and have improved farming conditions. How- 
ever, efforts to fix prices and control individual plans of farmers to 
produce have not been successful. On the contrary they have created 
a Whole series of new problems. 

Here are some of the things which have happened as a result of 
the Government incentives in the price support program : 

“xcess farm production has been encouraged at home and abroad. 

The production and use of synthetics and other substitute products 
have been encouraged. : 

Important markets have been lost. 

The right of the producer to plan his own farming operations has 
been restricted. 

Production costs have been increased. 

The value of allotments representing the right to grow certain crops 
for guaranteed prices has been capitalized into higher land prices. 

Additional production inputs—such as more fertilizer, more irri- 
gation water, better seed, increased mechanization and chemical 
aids—have been substituted for much of the land taken out of the 
production of specific crops. Many of these would have been uneco- 
nomic without the Government price guarantees. 

Acreage taken out of controlled crops has been shifted to the pro- 
duction of other commodities, thereby creating problems for other 
farmers. 

Surplus disposal programs have wasted resources, reduced the mar- 
kets for current production at home, and created ill will among for- 
eign producers of competitive products. 

Surpluses have grown larger and more burdensome year after year. 

Accumulated costs have been sufficient to be of concern to all who 
sincerely believe that the Government should be responsible in fiscal 
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matters. Rising costs threaten the future of all price support 
programs. , : ; dp 

We have heard from time to time that a system of direct subsidies— 
that is, Government payments along the lines of the old Brannan 
plan—might do the job. Such subsidies have been called direct pay- 
ments, compensatory payments, deficiency payments, stabilization 
payments, equalization payments, income payments, and production 
payments. Regardless of the name, we believe that to go this route 
means disaster for agriculture. 

“armers and ranchers who have studied the implications of follow- 
ing this course know that it would lead to low per family income and 
complete servitude to the Federal Government. (For a more detailed 
discussion on payments, see attachment 1.) 

We also know that consideration is being given to another approach 
to the farm problem, namely, nationwide marketing agreements and 
orders. Some of the proposals now being made go far beyond any- 
thing that can be done under the existing Agricultural Marketing 
Agreement Act. We hope that the members of this committee will 
give thorough study to this matter before adopting a course of action 
which we believe will lead to some of the same troubles as some of the 
current programs. 

A major objective of Farm Bureau policy is to create conditions 
which will make it possible for farmers to earn and get a high per 
family real income in a manner which will preserve freedom and 
eliminate Government regulations of individual farming operations. 
Any program which expands agricultural production in the absence 
of a comparable increase in effective market demand is contrary to 
the interests of producers and the economy generally. Likewise, pro- 
grams which encourage inefficient production render a disservice to 
agriculture by contributing to surplus accumulation, increasing av- 
erage production costs, and limiting output per man. 

I am attaching to this statement a copy of our current policy resolu- 
tions relative to the price support and adjustment aspects of the farm 
program. As stated earlier, we have made specific recommendations 
to the committee several times during this year with regard to wheat, 
cotton, tobacco, feed grains, and other matters affecting farmers. We 
do not wish to repeat this testimony; however, we believe that the 
policies outlined in this attachment will prove useful to the committee 
as you study this problem. (See attachment 2.) 

The direction we need to take in farm policy is abundagtly clear. 
In order to even approach the solution of our current farm problems, 
we must move away from programs that attempt to fix prices and 
control production. We must provide more opportunity for market 
aa to help guide needed changes in production and consumption. 
Ve must expand markets at home and abroad. 

Our experience in Farm Bureau has repeatedly demonstrated that, 
given the facts, farmers will reach sound decisions. Despite state- 
ments that are sometimes made to the contrary, we believe that it is 
good politics to give farmers the facts and to advocate sound solutions 
to real problems instead of political expedience. 

_ We will continue to do all we can to generate discussion of the 
issues by farmers throughout the country. After we have completed 
the policy development process which we are attempting to get under- 
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way in some 2,600 county farm bureaus throughout the Nation, we 
shall have a unified 1960 program based on study and discussion and 
a majority decision of the 1,600,000 farm families who make up our 
membership. We look forward to the opportunity to present this 
program to the Congress early next year. 

‘The Cuarrman. The rest of your statement will be included in the 
record, Mr. Shuman. 

Mr. Suuman. Thank you. 

(The statement referred to follows :) 


[Attachment 1] 
Direct GOVERNMENT PAYMENTS 
PAYMENTS INCREASE GOVERNMENT INTERVENTION 


Our resolutions make it clear that we believe national agricultur.. ,olicies 
should move in the direction of decreasing the involvement of the Government 
in the individual affairs of the farmers. The production payment proposal 
moves in the opposite direction—increasing involvement. 

While most farmers are aware of the hidden traps inherent in the production 
payment idea, a few businessmen seem to be deceived by the superficial appeal 
of the scheme. Some businessmen who are naturally attracted to a free market 
economy illogically think free markets would result if production payments 
were adopted. 

To those who have not thought the matter through, the direct Government 
payment approach appears quite simple. In a nutshell, the basic idea common 
to payment plans is this: Farm commodities would be sold by producers for 
prices determined by private agreement with buyers. The difference between 
the average of prices thus agreed upon and some predetermined legislated price 
would be paid to the producer by a direct check from the Federal Government. 
The claimed results: (1) Buyers would get cheap food and fiber, and (2) 
sellers would get a high unit return, the difference to be paid out of the Federal 
Treasury. 

On the surface it appears that (1) farm commodities would move freely in 
foreign and domestic markets unregulated by Government; (2) the Federal Gov- 
ernment would stop buying, storing, selling, and giving away farm commodi- 
ties; (3) farmers and ranchers could be given a subsidy without being forced 
to accept controls; (4) markets could be released from the artificialities of the 
present program. 

To further disarm the unwary and unsuspecting, it is argued that (1) sugar 
and wool are being satisfactorily handled under payment programs and (2) 
British agriculture is doing well under a payment program. 

Beneath the surface of these Utopian claims lies the grim truth, which does 
not substantiate the claims. Although the deadly peril of this scheme to our 
free institutions apparently is obscure to many people, it is what lies beneath 
the surface that endears the payment plan to those who would drastically 
change or destroy our economic system. 

The U.S? economic system is primarily a nongovernmental, competitive sys- 
tem of private ownership, private control, private capital, and individual 
free choice. Government payments would drastically weaken rather than 
strengthen a free market economy with free prices for buyers and sellers based 
on the law of supply and demand. 

The following discussion of the damaging effects payments would have on 
(a) farmers, (b) businessmen, (c) consumers, and (d) Government, points 
out why payments will destroy a free market economy. It also points out 
why farmers and ranchers are opposed to the plan, as well as why it should 
be opposed by other businessmen, consumers, and the public generally. 
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A. FARMERS 


-ayments would cut farm income and injure farmers by— 

(1) Wastefully increasing production. 

(2) Depressing market prices. 

(3) Creating demand for strict controls which would lessen farmers 
freedom. 

(4) Making farmers dependent on appropriations. 

(5) Placing a ceiling on opportunity and leveling down farm incomes. 

(6) Creating a governmentally subsidized cheap food and fiber philos- 
ophy. 

(7) Increasing costs to young farmers entering agriculture. 


(1) Payments would increase production 


In making production plans, farmers and ranchers would be counting on 
not only the market price but also the market plus plus the promised payment. 
They would know within close limits what the total returns would be. As a 
result, production plans would be insulated from the market reflection of 
consumer demand. 

An assured high return per unit provides a strong incentive for producers 
to increase the number of units produced. 

Direct payments have been used on a number of occasions in attempts to 
stimulate production. Payments were used during World War II to increase 
the production of dairy products. A payment program was approved by Con- 
gress in 1954 in an effort to stimulate the production of wool. Food importing 
countries, such as the United Kingdom, have used payments to stimulate 
domestic production and thereby reduce dependence on imports. 

Experience with the basic crops has demonstrated clearly that 90 percent 
of parity supports are an incentive to increased production. The incentive 
effect of 90 or 100 percent supports would not be reduced by shifting from 
Government loans and purchases to direct payments. As a matter of fact, 
the incentive to increased production probably would be more universal with 
a payment program since there are certain qualifications relative to quality 
and storage that restrict the availability of Government loans and purchases. 

A consequence of removing risks through an assured high unit return would 
be a stepped-up flow of capital into agriculture. This would result in a vol- 
ume of farm production beyond anything we have seen up to now. All that 
is needed to get this expansion is the economic incentive provided by payment 
proposals. 


(2) Payments would depress market prices 


The use of Government incentives to expand production above and beyond 
the needs of consumers is detrimental to farmers because they must eventually 
face the consequences of price-depressing surpluses. “ 

The enormous volume of production that would be forthcoming with a higher 
guaranteed return would have the effect of reducing the prices that farmers 
could obtain. As prices were forced down, the rate of payment would have 
to be increased in order to make up the promised return, but the farmers’ 
production plans would not be affected by the falling level of market prices 
as long as the Government made up the difference. This means that the tax 
cost of the program would increase dramatically as production volume increases 
and market prices go down. The present wool program is a good example 
of rising costs under a payment program. While the decline in wool prices 
reflects world conditions, it has been aggravated by the payment program even 
though wool production has not yet increased substantially. 

Economists generally agree that the demand for most farm products is 
inelastic—at least in the short run. This means that, other things being equal, 
a given increase in the supply of many farm products will cause a more than 
proportionate decline in the market prices of such products. Thus, by stimulat- 
ing production, a payment program would force market prices far below the 
levels that would prevail in the absence of any program. This would be true 
even though the program were to include production or marketing controls. 
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Experience has demonstrated that farm production cannot be controlled effec- 
tively by laws or regulations as long as producers are guaranteed an incentive 
return by the Federal Government. 

If, as appears to be true, farmers’ capacity to expand production increases 
with the lapse of time required for adjustments, the cost of making payments 
to maintain a fixed level of support could be expected to rise almost continuously. 


(3) Payments would lead to strict controls ; lessen farmers freedom 


Some proponents of the payment proposals try to minimize the controls that 
would go with them. Of course, the facts are that expanding production 
artificially stimulated by the guaranteed returns would generate controls more 
strict and far more widely applied than anything yet experienced. A glance at 
H.R. 2490—a 183-page proposal by Mr. Metcalf—gives some idea of how tight the 
farmer would be regimented. What is contemplated is that each individual 
producer of each commodity having any significance in our agriculture would 
be given a quota. While at first farmers might be allowed to produce more than 
their individual quota if they wished, but without Government payments, it 
probably would not be long until this would be changed and the quota would 
become the maximum the individual farmer would be allowed to raise and sell. 
In any case it would soon become uneconomic for anyone to produce more than 
his quota. 


(4) Payments would make farmers dependent on appropriations 


With production greatly increased and market prices depressed, most farmers 
would be unable to continue to produce without a subsidy payment from the 
Federal Government. Thus, the payment approach would make farmers depend- 
ent on congressional appropriations for their net income and probably for a 
part of their costs. In effect, it would put farmers on the Government payroll 
without civil service status. Thus, farm income would become highly vulnerable 
to changing public and congressional sentiments—and economy waves do develop 
from time to time. 

It may well be that Congress would never take the drastic step of terminating 
a payment program without providing for a transition period. But it is entirely 
possible that appropriations would fall short of the amounts needed to meet 
announced program goals. The record shows that Congress was never willing 
to appropriate the amounts authorized for parity payments under the Agricul- 
tural Adjustment Act of 1938, even though the amounts involved were small in 
comparison with the cost of recent proposals. The 1957 vote in the House to 
deny funds for the 1958 acreage reserve program and the eventual restoration of 
two-thirds of the funds authorized for this program illustrate what could happen. 

Since a payment program which promised producers a profit would induce a 
high level of production and thereby depress market prices, any congressional 
cut in the funds needed for payments would subject farmers to a real squeeze. 
Thus, the payment approach would create a perfect basis for the complete 
regimentation of agriculture. With market prices depressed by surplus produc- 
tion resulting from artificial incentives a farmer would have to meet the 
eligibility requirements for payments in order to stay in business. 





(5) Payments would place a ceiling on opportunity and level down farmers’ 
income 


From a political standpoint the “most equitable” basis of distributing money 
to individuals is on an equal basis—one share, one vote. In order to make the 
program “equitable” Congress almost certainly would adopt a maximum limita- 
tion on payments to individuals, a quota system for all producers, and pro- 
visions to increase the smaller payments—all of which move in the direction of 
equalizing producer incomes by Government decree. 

One of the bills under discussion calls for a limitation of $5,000 per crop per 
farmer for all of the farms under his control. The original Brannan plan 
limited support to individual producers on a basis designed to limit gross sales 
to $25,000 per year. Still other proposals have put the limitation on payments 
to an individual producer at $2,500 per year. The fantastic costs of a program 
without limitations make it likely that much more drastic limitations would be 
applied. The record on other direct payment programs gives a clear indication 
of what should be expected : 

(a) Although the agricultural conservation payments program was designed 
to promote the public interest by encouraging farmers to adopt soil conserva- 
tion practices, the original law limited such payments to a maximum of $10,000 
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per farm. This caused many farms to be subdivided. But, in spite of this, 
Congress gradually reduced the maximum payment from $10,000 to a low of 
1,500. 

; (b) The soil bank, and particularly the acreage reserve, was designed to 
encourage farmers to reduce the production of surplus crops. When the law 
was under consideration, acreage reserve payment limitations of $25,000 to $50,- 
000 per farm were discussed but no limitation was adopted. A year later, how- 
ever, acreage reserve payments were limited to $3,000 per farm—an amount 
that is only a fraction of the lowest limitation that was considered when the 
program was originally before Congress. 

(c) In 1958 a proposal to provide direct payments to domestic producers of 
certain minerals was defeated in the House of Representatives. Before the 
final vote, however, the House voted to provide that no payments could be 
made to any company that paid dividends or transferred funds to a surplus 
account. 

It appears that large annual appropriation for direct payments to farmers 
and ranchers could not be enacted without the concurrence of powerful labor 
union leaders. We believe such labor union leaders would be more than willing 
initially to support an expensive payment program in order to destroy the in- 
dependence of farmers and ranchers and increase their own political power. 


(6) Payments would create a governmentally subsidized cheap food and fiber 
philosophy 

Socializing farm products—by having consumers pay a part of the cost 
through taxes rather than paying what food and fiber are worth at the store— 
would turn out to be a “trap” for farmers. Artifically low market prices re- 
sulting from the payment program would teach consumers to expect to buy 
farm products at less than their true value. This would create real consumer 
resistance to the increase in farm prices that would be needed whenever the 
payment plan was reduced in scope or terminated. 

Once a payment program were in effect we could expect to have political 
‘ampaigns fought on the issue of lower payments to farmers and reduced taxes 
versus an increase in the cost of living. 

In view of the fact that farmers are rapidly becoming a smaller and smaller 
part of the total population the level of farm income to be supported by pay- 
ments would be decided by nonfarm interests. 


(7) Payments would increase costs to young farmers entering agriculture 


Another consequence of bringing all production under rigid quotas would be 
to give these quotas a market value. We have already seen this happen under 
acreage allotments. It would be even more widespread with payments covering 
all commodities. In order to get established in business, farmers would have 
to pay for the right to produce. The price at which this right to produce could 
be sold would be capitalized into land values. This capitalization.would mean 
in effect that the value of the quotas and therefore the future as well as the 
present value of the compensatory payment scheme would accrue only to the 
group of farmers who would be operating when the plan became effective. 
Subsequently, farmers would have to buy the quotas from present holders and 
thus to them the scheme would become a cost item—a capital outlay. This 
would certainly increase the already difficult task young farmers face in getting 
into agricultural production. 





B. BUSINESSMEN 


Payments would injure businessmen 


Some businessmen who dea! in farm commodities apparently think that the 
payment scheme would get the Government out of their business. The fact is 
that a payment program would invite complete Government regulation of every 
detail of trade in farm products by increasing production and demoralizing 
the market economy. With the Government obligated to pick up the check for 
the difference between a promised support price and a demoralized market price, 
every fluctuation in commodity prices would be public business because it 
would involve millions of dollars of tax funds. 

The Government almost certainly would be forced to regulate trading and 
processing margins, as well as the use of farm products by manufacturers, to 
hold down Government costs and to convince consumers that payments mean 
lower retail prices. 
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Some businessmen who sell to farmers apparently feel that the payment 
scheme would enable them to increase their sales. The fact is that payments 
eventually would reduce sales to farmers by impeding the development of a 
strong, efficient farm economy. If businessmen who sell to farmers want Goy- 
ernment money pumped into their business they should be forthright enough 
to ask that the money be paid directly to themselves instead of promoting a 
program that would ruin agriculture. 


C. CONSUMERS 


A free-market system rewards individual ingenuity and initiative. This, of 
course, operates to the advantage of both the efficient producer and the 
consumer. 

A Government payment program would increase food and fiber costs to 
consumers by— 

(1) restricting low-cost production of food and fiber ; 
(2) encouraging high-cost production ; 
(3) otherwise wasting resources. 


(1) Payments would restrict low-cost production 


As has been pointed out above, the inevitable imposition of limitations on 
the payments a farmer could receive, after prices had been artificially de 
pressed by the program, would prevent low-cost producers from expanding 
production. 


(2) Payments would encourage high-cost production 

With Government payments as an incentive, high-cost producers would be 
encouraged to continue noneconomic production in order to qualify for the 
maximum possible amount of Government payments. 


(8) Payments would otherwise waste resources 


In a free market, prices mirror the relationship of what is produced to what 
consumers want. In effect, consumers decide daily what should be produced by 
their free choices in buying millions of items. When the Government decides 
what producers are to receive, it, in effect, decides what is to be produced. It is 
inevitable that the Government would distort production patterns by misguessing 
what consumers want. The resulting waste of resources would show up in in- 
creased costs for the things that consumers, including farmers, really want. 


D. GOVERN MENT 


A payment program would affect the Government by— 
(1) Increasing costs; 
(2) Increasing taxes or aggravating inflation ; 
(3) Increasing international friction ; and 
(4) Further increasing a swollen Federal bureaucracy. 


(1) Costs 
In discussing payments, some advocates have soft-pedaled the costs to the 
Federal Treasury. 
Mr. Brannan, when presenting the payment scheme to Congress in 1949, 
pleaded lack of knowledge of costs of the proposal and avoided being specific. 
On October 10, 1957, the USDA estimated the cost of direct payments for farm 
commodities generally on the basis of 90 percent of parity would amount to 
$10.7 billion. At 90 percent of parity, it was estimated that cotton payments 
alone would amount to about $1.4 billion. If payments for all commodities 
were based on 100 percent of parity, without any allowance for further increases 
in production and resulting lower sales prices, total payments would amount to 
over $15 billion annually. 
It is argued by advocates of payments for a single commodity like cotton that 
payments would be less costly than the present program. This assumes— 
(a) The program could be enacted without including other commodities; 
(b) Production would not be stimulated ; 
(c) Sales prices would not be depressed ; and 
(d) Production controls would be enforced to keep supplies in line with 
demand and minimize the cost. 
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Experience here and abroad does not suggest that a person who is concerned 
about the necessity for Federal fiscal responsibility should take such assumptions 
seriously. 


(2) Increased taxes or more inflation 


It is obvious from the facts pointed out above that the payment plan would 
result either in an enormous increase in taxes or another strong stimulant to 
inflation. 


(3) International friction 


Payments would create further international friction because they would in- 
crease rather than decrease subsidized production for export. 

A payment program which assured U.S. producers of a return substantially 
above the world market would encourage increased production without regard 
to the trend of world prices. This would be true even if payments were to be 
restricted to the domestically consumed portion of the crop. 

It should be realized that exports are, in fact, subsidized whenever a com- 
modity is exported at a price less than the return which the farmer received for 
producing it. 

The export commodities whose production was induced by a payment program 
would be considered a form of dumping by many countries. Consequently, it 
could lead to international complications, including retaliatory actions against 
our exports. This danger is already a reality in trade between some European 
countries. 

Currently there is considerable opposition among other exporting countries 
of the world to U.S. export policy with respect to wheat, cotton, tobacco, and 
feed grains. In addition to aggravating this situation, broad scale use of pay- 
ments would create innumerable further cases of international friction as the 
difficulties presently evident are spread to a greatly increased number of agri- 
cultural commodities. 


THE WOOL AND SUGAR PROGRAMS ARE NOT PRECEDENTS 


It is argued by some that the present wool and sugar programs provide 
precedents for extension of the payment approach to other commodities; how- 
ever, one important difference should be kept in mind. Both wool and sugar 
are deficit commodities that must be imported in large quantities. 

The wool program was adopted by Congress for the announced purpose of 
encouraging the production of 300 million pounds per year as a national defense 
measure. Payments obviously are not needed to increase the production of 
commodities that already are in surplus. Experience with the wool program 
itself has been too unsatisfactory to justify using it as a model for other pro- 
grams as costs have greatly exceeded expectations. 

Payments under the Wool Act have increased from $50 million for the 1955 
marketing year to an estimated $75 million for 1958, although there has been 
no change in the support price for wool. 

In the 1956-57 marketing year producers received $40 from the Government 
for every $100 they received from the sale of shorn wool. This means that 
29 percent of gross income from shorn wool came from Government payments. 
The percentage of gross wool income that is dependent on Government payments 
is even higher today. 

The Sugar Act supports prices through a quota system which limits the amount 
of sugar that domestic and foreign producers may market in the United States. 
Payments are not based on the difference between market prices and a support 
level; they are made at fixed rates to facilitate administration of the restrictive 
features of the program. 





[Attachment 2] 


SUPPORT AND ADJUSTMENT PROGRAMS 


A major objective of Farm Bureau policy is to create conditions which will 
make it possible for farmers to earn and get a high per family real income in 
a manner which will preserve freedom and eliminate Government regulation 
of individual farming operations. 
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In previous resolutions we have noted that the problem of maintaining prog- 
perity in agriculture is broad and complex and that it involves many lines of 
action not only in agriculture but also in other fields. 

We believe in the importance of national policies that create a favorable 
climate for individual initiative and enterprise and programs designed to help 
farmers solve their problems through voluntary individual or group action. 

The most serious problem facing farmers today is that production of farm 
products is expanding more rapidly than markets. This problem has been ag- 
gravated by national policies which have stimulated production without regard 
to market needs. 

Any program which expands agricultural production in the absence of a 
comparable increase in effective market demand is contrary to the interests of 
producers and the economy generally. Likewise, programs which encourage 
inefficient production render a disservice to agriculture by contributing to surplus 
accumulation, increasing average production costs, and limiting output per man, 


PRODUCTION PAYMENTS 


We consider production payments to be unsound and dangerous to our eco- 
nomic and political system. 

Although the fundamentals of this food and fiber subsidy plan were decisively 
defeated in the House of Representatives in 1949, agitation for it continues in 
a variety of forms. 

Two of the latest versions of this plan were introduced in the last session of 
Congress. One version completely blanketed all farm production under the 
plan, while a second version applied only to the domestically used portions of 
the six basic commodities. 

Regardless of the form in which it is presented, the payment approach would 
stimulate production, depress market prices, and make farmers dependent on 
congressional appropriations for their net farm income and probably a part of 
their costs as well. 

Such a program would be fantastically expensive. It also carries a “cheap 
food” philosophy. Socializing the production and distribution of food and fiber, 
by having consumers pay a part of the cost through taxes—rather than pay full 
value at the store—is a trap for farmers. Ultimately, as in other countries 
that have gone down the road to socialism, the payment approach also would 
be a trap for consumers since it would encourage inefficiency and thereby result 
in high real food and fiber costs. 

Payment limitations such as have been applied to practically all other direct 
payment Government programs, including the agricultural conservation pay- 
ments program and the soil bank, would place a ceiling on opportunity and level 
individual farm incomes downward. Inevitably, farm income would be dis- 
tributed on the basis of ‘‘the politics of equal shares” instead of by the market 
on the basis of each individual’s economic contribution to society. 

We vigorously oppose any attempt to adopt production payments as a substi- 
tute for price supports or as a means of bringing income into agriculture, regard- 
less of whether such payments are financed by direct appropriations from the 
Treasury or by a tax on the marketing of farm commodities. 


PRICE SUPPORT GUIDES 


Experience has clearly shown that programs to fix prices and control produc- 
tion do not insure satisfactory farm income. Farm production cannot be 
balanced with effective market demand by legislation as long as increased pro- 
duction is being encouraged by guaranteed prices at incentive levels. 

We reaffirm our desire to move as rapidly as possible to programs which will 
more effectively serve the interests of farmers at a greatly reduced cost to the 
taxpayers. 

Where price support and production adjustment programs are used they should 
be designed to facilitate orderly marketing rather than to guarantee unrealistic 
prices. 

With less interference from Government, the marketing system will be freer 
to operate effectively and efficiently. This will encourage the expansion of 
market outlets and the production of quality products in line with market de- 
mand. Thus we can better meet competition at home and abroad and gradually 
eliminate Government regulation of individual farming operations. 
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Where special export pricing is necessary to regain or maintain foreign mar- 
kets we should return to a one price system as rapidly as possible. 

Individual commodity programs must be in harmony with the interest of 
agriculture generally ; however, these programs must also recognize the inherent 
differences among the various farm commodities. 

Price support levels should take account of competitive conditions, supply and 
demand, and market trends. They should not be based on arbitrary formulas 
nor left completely to the discretion of the Secretary of Agriculture. Neither 
should levels of support be automatically increased when supplies have been 
reduced. In such cases, increases in acreage should have priority over increases 
in support prices. 


SURPLUS DISPOSAL AND MARKET EXPANSION 


In order to improve farm income, we must expand markets both at home and 
abroad, dispose of existing surpluses, and take steps to avoid the creation of 
new surpluses in the future. 

Every means should be used to eliminate the excessive accumulation of 
surplus agricultural production, to substantially reduce the use of public funds 
to increase the productive capacity of the Nation’s farms and ranches, to re- 
store the farmer’s freedom to grow crops he chooses, to allow prices to respond 
to supply and demand, and to reduce costs of these programs to taxpayers. 

Various programs are in operation to expedite the disposal of surplus farm 
commodities and improve our position in export markets. In order to aid in 
eliminating the surplus problem, we believe that Public Law 480 and the policy 
of pricing surplus products competitively in world trade should be continued 
temporarily ; however, the Government should withdraw from direct participa- 
tion in the marketing of farm products. Where export subsidies are made 
necessary by price supports, Government assistance should be designed to en- 
courage private traders to supply export requirements from commercial stocks. 

There is great opportunity to increase the domestic consumption of agricul- 
tural products through normal Channels of trade. This can be done, in part, 
through education and promotion directed toward upgrading the average Amer- 
ican diet. Farm Bureau should continue to work with producers and the trade 
in developing programs for the promotion and sale of agricultural commodities. 

Measures should be taken to improve grading standards and assure the main- 
tenance of quality standards essential to merchandising an increasing volume 
of quality farm products. 

Provisions of price support and adjustment programs relating to such matters 
as grades, classifications, premiums and discounts should encourage production 
of the types and qualities of commodities desired by the market and reflect the 
relative values of such commodities. 


SOIL BANK " 


The capacity of our farms and ranches to produce is expanding at a greater 
rate than market demand. This has been going on for a number of years. The 
net effect of many Government programs promoted as devices to reduce pro- 
duction and balance supply with demand actually has been to expand production. 

A satisfactory adjustment of production to market demand for farm products 
is still the major problem of agriculture. 

To help farmers in adjusting production to current needs we favor a properly 
designed and administered conservation reserve program which must (1) place 
emphasis on the retirement of land that otherwise would be devoted to crops, 
(2) keep land out of production for a long term of years, (3) result in sufficient 
participation to make a net contribution to reducing production, (4) prohibit 
harvesting or grazing of land under the program, (5) encourage farmers to put 
entire farms under the program, (6) avoid contributing to higher land prices. 

Payments in kind from Commodity Credit Corporation stocks should be used 
to the maximum extent possible in financing the program. We oppose limitations 
on payments to individuals. 

We urge that the necessary funds be made available so that all farmers who 
pave applied may participate in the 1959 conservation reserve on an equitable 

asis. 

Experience with other programs—which were intended to reduce production but 
which were enacted and administered in such a way as to increase production— 
prompts us to recommend continuation of the conservation reserve program only 
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if the basic principles enumerated above are actually put into operation. We 
will seek adequate appropriations to further accomplish the objectives of the 
program. 

ACREAGE ALLOTMENTS 


It is our desire to move in the direction of eliminating Government regulation 
of the right to produce agricultural commodities. In some cases, however, 
allotments and quotas will have to be maintained for a transitional period. 
Where this is the case, care must be exercised to protect the rights of individual 
producers. 

Since the purpose of allotments is to reduce the acreage devoted to specific 
crops, an allotment should be looked upon as a ceiling on acreage rather than 
a requirement to plant. No producer should be forced to plant an allotment 
in order to maintain history. 

We oppose minimum farm allotments. 


AGRICULTURAL ACT OF 1958 


Despite the fact that World War II ended in 1945, we are still making a 
transition from an incentive price support program designed for unlimited war- 
time demand to a program that will serve the needs of farmers in the vastly 
different conditions of a peacetime market. 

While the Agricultural Act of 1958 falls short of the recommendations of 
the American Farm Bureau Federation, it marks a significant step in the diree- 
tion of more workable programs. We therefore recommend that provisions of 
this act with respect to cotton, rice, and feed grains be continued in effect until 
the need for changes can be considered in the light of experience. 


WHEAT PROGRAM 


Experience has demonstrated that the present wheat program is completely 
inadequate to deal with the problem of stopping surplus accumulation by bal- 
ancing wheat output and demand. The seriousness of the situation has reached 
such proportions that a decision on the issue of how to correct the problem 
must no longer be postponed. Further increases in the surplus would make 
the inevitable adjustment more difficult. 

Despite the disposal of huge quantities of wheat abroad, through Public 
Law 480 and other subsidy programs, and application of the strictest produc- 
tion controls permitted by law over the past several years, during which con- 
ditions in many principal wheatgrowing areas were frequently subnormal, 
surpluses have continued to mount at an astounding rate. With a 55-million- 
acre minimum national allotment; rapidly increasing yields per acre, particu- 
larly in areas where moisture is readily available; increasing wheat acreage 
due to the 15-acre exemption; and expiration of the acreage reserve program, 
continued expansion of wheat output is virtually assured as long as the present 
program remains in force. 

On the other hand, markets for wheat are diminishing. Domestic food use 
of wheat per capita has been declining for many years and is now at the lowest 
level in recorded history. The market for wheat as livestock feed, which once 
took sizable portions of the total crop, has been greatly reduced in recent 
years as the price differentials between wheat and other grains used for feed 
have widened. Although large quantities of U.S. wheat are being shipped 
abroad, the export market for wheat is extremely vulnerable as it is heavily 
dependent on subsidies from the Federal Treasury. 

To avoid further deterioration in the wheat situation, a workable and gen- 
erally acceptable solution to the problem must be developed and activated as 
quickly as possible. A program which meets these qualifications must incor- 
porate provisions which will encourage market expansion, reduce production 
incentives, minimize economic hardships on wheatgrowers, and avoid shifting 
the burden of adjustment to producers of other farm commodities. To accom- 
plish these objectives, we recommend the adoption of a new wheat program 
providing— 

(1) An orderly transition to a system whereby wheat price support levels 
will be related to the average farm market price of wheat during the 3 
years immediately preceding the year for which the support is to apply. 

(2) Plans for the termination of wheat acreage allotments and market- 
ing quotas. 
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In order to speed the time when allotments and quotas can be terminated, we 
recommend that the 15-acre and 200-bushel marketing quota exemptions be ter- 
minated; that workable regulations be developed under which compliance can 
be shifted from a harvested to a seeded acreage basis in a fair manner; and 
that marketing quota penalties be based on actual, rather than normal, yields. 
We further recommend that all producers with allotments be permitted to vote 
in any wheat referendum. 

Unlike some other programs currently being suggested, this program gives 
assurance that Government interference with the right of the traditional wheat 
farmer to produce will be removed. 


TOBACCO PROGRAM 


Recognizing that producers of the price-supported varieties of tobacco have 
shown a much greater willingness and ability to adjust production to market 
demand than the producers of most other price-supported commodities, we 
continue to support the tobacco program. 

Many technological changes are occurring in the tobacco industry. We 
recognize the need to stabilize support prices for tobacco and to take account 
of these changes. We will support the adjustments necessary to accomplish 
this stabilization. 

DAIRY PROGRAM 


We recognize that some benefits have been derived by dairymen from the 
present dairy support program ; however, this program is producing some results 
that are not in the best long-time interests of the dairy industry. 

In order to get the dairy industry on a sounder basis, we recommend that 
the basis for price supports on manufactured dairy products be shifted to a 
percentage of average market prices for the immediately preceding 3 years, 
with an orderly transition program. 

As a part of the transitional program consideration should be given to the 
possibility of achieving increased consumption by raising quality standards for 
manufactured dairy products. 

We are opposed to production controls for dairy products. We are opposed 
also to plans for the Government to transfer income from some dairy farmers 
to other dairy farmers by taxing, or penalizing, the production of dairy products, 


SUGAR PROGRAM 


We continue to support the Sugar Act as a means of dealing with the prob- 
lems peculiar to the sugar industry. The primary provisions of the act do 
not relate to payments, but to quotas that limit the marketing of imported 
and domestically produced sugar. Secondarily, the act provides for the Gov- 
ernment transferring a relatively small amount of funds between processors 
and growers as an aid to administration. On this basis we recommend that 
this act be extended with the 1956 amendments which provide that domestic 
producers shall participate in the expanding U.S. market for sugar. The intent 
of Congress, as clearly set forth in section 201 and other provisions of the act, 
should be carried out by administrative actions which will permit domestic 
producers to market the increased quotas granted them without a reduction in 
per unit returns for raw sugar. We are confident that this can be done without 
unduly raising prices in the East or creating surpluses in other areas. 


The Cuaran. I wish to thank you on behalf of the committee 
for appearing here and giving us the views of your great organiza- 
tion, the American Farm Bureau Federation, concerning the prob- 
lems with which we are now dealing. 

I should like to ask you a few questions. First, do I understand 
that the Farm Bureau is now advocating the repeal of some law 
which is on the books and now in operation ? 

Mr. Suuman. We have not made a statement advocating the re- 
peal of any specific law. We have made recommendations which 
would involve substantial amendments to some of the price support 
and adjustment laws. 

The Cuatrman. What law would you like to amend ? 
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Mr. SHuman. Our recommendations have been directed toward 
the various agricultural adjustment acts dealing with price support 
and production controls. There are several of those acts on the books, 

The CuairMan. Just what control laws have you reference to? 

Mr. Suuman. We have made specific recommendations on the 
wheat program this year. We have made recommendations, some 
of which were adopted by the Congress at the last session, on cotton, 
rice, and corn. Wheat is the primary one on which we have made 
recommendations at this session. 

The Cuatrman. Apparently from this statement you want free- 
dom for the American farmer, freeing him from any sort of control. 
I am wondering if you would name the laws that you think should 
be amended or modified or repealed. 

Mr. Suuman. The Agricultural Adjustment Act of 1949, as 
amended, is the one. 

The Cuarrman. In other words, your organization favors repeal- 
ing all of these so-called marketing quota laws ? 

Mr. Suuman. No. 

The Cuarrman. Which ones would you advocate repealing? 

Mr. Suuman. We do not advocate repealing any of them, Mr. 
Chairman. 

The CHatrman. What do you mean when you say you want the 
farmer to be free from Government control, and yet you do not advo- 
cate repealing any specific law ¢ 

Mr. Suuman. Mr. Chairman, there are many other phases of the 
Agricultural Act of 1949 and the other acts than the control features, 
Our recommendations have been directed to modifying certain parts 
of the act, not toward repeal. 

The Cuarrman. To make my position clear, which I think iyou 
already know, I am in favor of strict control, rigid acreage allot- 
ments and marketing quota laws. I do not believe we can ‘possibly 
do away with the surplus or prevent the accumulation of additional 
surplus if we continue to produce all that American farmers are able 
to produce. The one program which has operated most successfully, 
I think, is the one which has provided strict controls for 20 straight 
years. The year 1939 was the last time that we had a free tobacco 
economy. Since 1939 we have been under strict acreage allotments 
and marketing quota laws, and to date we have not. lost. any money. 
We have a considerable amount invested in loans to farmers, and these 
loans are secured by first mortgages on the tobacco, which sooner or 
later will be sold in the market at home and abroad. 

The President pointed out that we have two avenues open to us. 
One is strict regimentation ; the other is a free and expanding agricul- 
ture, more liberal planting privileges, and smaller and lower price 
supports. As you know, I am in favor of strict controls and high 
supports, but T am not in favor of high supports with unlimited 
production. 

As a matter of fact, I think I would go on record as saying to farm- 
ers, “Unless you learn to control your - production, we won't provide 
any price support for you at all.” “I do not see any sense in high price 
support unless production is controlled. 

Let us go back to your position. You disagree with the views I 
have just expressed, do you not ? 
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Mr. SuumaNn. Yes, Mr. Chairman. However, in our original state- 
ment to this committee we pointed out that it seemed to us the choice 
was just about the one you outlined here, either tighter controls 
and high fixed Government price supports that fixes the price, or go 
the ruute which we favor, of less controls and lower Government price 
supports based on the market. 

The CuarrmMan. The subcommittee brought out a wheat bill recom- 
mending 80 percent support and 30 percent acreage reduction. Fi- 
nally we cut it back to a 25 percent acreage reduction and increased 
the price support to 90 percent. We tightened up every loophole we 
could find in the wheat bill, increasing the penalties and making 
other provisions. We sent that to the White House, only to meet 
with veto. That bill had your opposition. 

Mr.SuHuMAN. Yes; we opposed the bill. 

The CuHatrMan. In other words, that was an effort to reduce our 
acreage, and we were told by witnesses who appeared before the com- 
mittee that if that bill was adopted and approved by the President, 
within 3 or 4 years we probably would have reduced our surplus to 
a reasonable level. 

If we bring out another bill, I understand your organization would 
oppose that. 

Mr. Suuman, Mr. Chairman, the bill which was finally passed by 
the Congress did start to close up some of the loopholes, it is true, 
but it really did not do an effective job in closing up and making 
stricter the controls which would be necessary to offset the incentive 
of the increased price support which it provided. Our opinion was 
that if this bill which was passed had been signed, it would have 
created an incentive to produce even greater quantities of wheat. 

The CuairMan. Regardless of the incentive to produce, under the 
bill you could not produce. You had to reduce 25 percent, and if you 
overproduced you were penalized. 

Mr. Suuman. Mr. Chairman, we farmers have always found ways, 
when the incentive was sufficient, to increase production. I do not 
think there is any question that we can still increase the production of 
wheat in this country with the same or less acreage. .We have a 
capacity to produce not yet determined. 

The Cuarrman. You feel the incentive of 90 percent of parity 
would cause the farmer to intensify his efforts in increased fertiliza- 
tion, irrigation, and things of that kind? 

Mr. SuuMan. Yes, sir. 

The Cuarrman. You do not think it is bad farming, do you, when 
a farmer puts forth his best efforts on a small number of acres? 

Mr. Suuman. No. As individuals, of course, that is what farmers 
are attempting to do all the time, but when a policy of Government 
moves in to create the incentive for this to be done, especially where 
some of it is uneconomic otherwise, then it is not in the best interest 
of farmers. 

The Cuairman. If I recall correctly, we were assured fhat the wheat 
farmers of America do not want to increase the yield of wheat and 
that we had gone just about as far as we could go in the production 
of wheat. 

Mr. Suuman. I do not agree with that. I think the potential to 
increase the production of wheat on the same acreage is still rather 
great if the price incentive is enough. 
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The CuHatrman. We misunderstand each other somewhere. We 
agreed that we must do one of two things—on the one hand, strict 
control or, on the other hand, complete freedom to agriculture. There 
is no middle ground. If we have controls we should have strict 
controls. 

Do you favor strict controls and, if so, what type of strict controls? 

Mr. Suuman. No, we are opposed to controls. We think that this 
is essentially the choic e, but we are opposed to controls. 

The Cuairmwan. When you say you are opposed to controls, do you 
mean to say that you are ‘opposed to acreage controls and marketing 
quotas such as we now have in operation ? 

Mr. Suuman. Yes; we are essentially opposed to them. Of course, 
there are times when you come along with an act. which does not 
propose to make these corrections, and we feel compelled to try to help 
point out places where the controls are ineffective and need to be 
tightened up. 

The Cuarman. If we were to do away with all acreage allotment 
and marketing quota laws and have a completely free agriculture, 
would this be what you want? 

Mr. Suuman. We advocate the use of price supports, and we are 
not opposed to the use of price supports, but we are opposed to put- 
ting the price support at such a level that it will fix the price. If you 
put the level of price support at the price-fixing level, it is necessary, 
of course, to attempt to control. We do not think that controls will 
work. Therefore, we do not believe that you should put the price 
support level at such a point that it will fix the price and make the 
attempt necessary. 

The CuarrmMan. Where would you put the price support level on 
the basic commodities? 

Mr. SHuman. We recommended that we attempt to use the prin- 
ciple of the 3-year-average market price, a percentage of that to be 
applied to various crops. 

The Cuarrman. That raises a question. Where did you get that 
idea? Who gave birth to the idea of 90 percent of the last 3-year- 
average price / 

Mr. Suvuman. I am not sure who originated the idea. It has been 
around and it has been discussed in various circles. I think the agri- 
cultural economists have talked about it for a number of years. I do 
not. know who had the original idea. 

The Cuarrman. You think it would solve the problem to repeal all 
restrictive legislation, guaranteeing all farmers they would receive 
in the marketplace 90 percent of the average price for the last 3 years 
for that particular commodity ? 

Mr. Suman. No, Mr. Chairman, we do not believe it would solve 
all problems. I think our concept of using the 3-year-average mar- 
ket price as the basis for price support was that it would provide a 
means gradually to move from where we are under a price-fixing 
program to where we think we ought to be, a return to letting the 
market price determine production ‘and consumption. 

The Cuatrman. In other words, you would return the farmer to 
the law of supply and demand. 

Mr. Suuman. With price supports at levels based on the market 
which prevent drastic reductions. 
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Mr. Anerneruy. Mr. Shuman, would you put in the record a break- 
dow n of your State farm bureau organizations which have supported 
the idea of fixing price supports at 90 percent of the average market 
price for the preceding 3 years? 

Mr. Suuman. I do not know whether I got quite what you mean, 
Congressman. 

Mr. Anerneriy. You tell us in the forepart of your statement that 
your county farm bureaus are now formulating policy. You always 
say your policy is determined from the ground up. Of course, you 
must have support for this price-support formula by resolution 
adopted at your State conventions. Will you put in the record the 
State farm bureau organizations which have approved this policy 
by resolution and those which have disapproved it prior to the time 
it became the policy of the American Farm Bureau Federation ? 

Mr. Suuman. I shall be glad to state for the record what the sit- 
uation is. 

Mr. Asernetuy. I just ask you to put it in the record later. I do 
not want to take more of the chairman’s time. I think it would be 
well if we could find out which State farm bureaus actually sup- 
ported that position by resolution at their conventions. 

Mr. Suuman. I doubt very much if a record can be obtained as to 
which ones have taken specific action, but all of the State farm 
bureaus are in support of the 3ayear market average as the basis for 
price support on the commodities on which we suggested it be used. 
Not a single one has dissented from this position. 

Mr. Anerneruy. All I am asking is that you put the evidence of 
it in the record. I never have seen it put on record in my own State. 
You say all of them favor it. I want to see the evidence, if you will 
put it in the record. 

The CuHairmMan. I want to ask, if you mean to tell us that the 
North Carolina State Farm Bureau is in favor of leaving the con- 
cept of parity and embracing your concept of 90 percent of the 
average price of the last 3 years / 

Mr. Suuman. Yes. The way our polici ies are developed, the coun- 
ties make recommendations to the State, and the State-then takes 
action on these recommendations and makes recommendations to the 
American Farm Bureau. Finally, the delegates which represent the 
member State farm bureaus adopt the position. It may not be in 
accord with the recommendations of certain States. I am not sure. 

The Cuarrman. You made the statement that every State farm 
bureau was in favor of your recommendation. 

Mr. Suuman. Mr. Chairman, in finishing my statement on this 
I would say that when a position is adopted by the voting delegates 
who represent all the State farm bureaus, it then becomes the policy 
of all the State farm bureaus who do not file written objections. 

The CuarrMan. You put the unit rule on them. 

Mr. Apernetuy. I still would like to see inserted in the record, 
evidence from the State and county levels, particularly of my own 
State, in support of the policy which your organization has adopted. 
You take the position that your policy at the national level is first 
made at the county and then the State level and then the national 
level. 
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The CuarrmMan. His answer indicates just the reverse of that. 
Mr. Asernetuy. I know; but that is his statement. He indicates 

they meet at the county level to formulate policy. I want to see 

the evidence which you have produced at the State level in support 
of this particular kind of program. I am not quarreling about the 
program. I just want to see how it was developed. 

Mr. Suuman. Mr. Chairman and members of the committee, you 
are taking exception to the process we use in developing policy. 

Mr. Asernetuy. No; I am not taking any exception. I think 
your method of developing policy is absolutely correct. I agree with 
it 100 percent. I do not think policy should be developed at the 
national level. If your policy is developed at the county and State 
levels, then you ought not to have any trouble putting your finger 
on the evidence and the record which was made at the county and 
State level supporting your national policy. Either you did not 
follow the State and county policy or you did. If you did, as you 
say you have, I cannot see why you cannot provide it for the record 
and let me see how my State, preceding the action of the national 
convention, adopted this sort of policy, if it did. 

Mr. Suuman. We can put the evidence in the record. The only 
evidence we have and the only evidence which is worth anything 
is the record of the vote of the official elected voting delegates from 
the member State farm bureaus. They were authorized by their 
State farm bureaus to vote for their membership at the convention. 
The vote on this position was unanimous. There were no dissenting 
votes. 

Mr. Asernetuy. Then you did not develop the policy at the county 
and State level. 

Mr. Suuman. Yes; we did. Let me make this point clear. If only 
one county farm bureau in the United States made a recommendation 
on some policy issue and no others made any recommendations on it 
or even if all others might have opposed it, but when it came to the 
State level if only one State farm bureau adopted this recommenda- 
tion and then it came down to the national convention and the voting 
delegates from all the State farm bureaus, hearing both sides of the 
arguments, adopted this position which originated in just one county 
farm bureau or one State farm bureau and nobody opposed it or ob- 
jected to it afterward, it would then become the policy of all the 
State farm bureaus. 

This is the only evidence that is valid. 

The CuHarrmMan. Do you mean to tell me that the North Carolina 
Farm Bureau sent a voting delegate to the national convention and 
he voted for this proposition of yours ? 

Mr. Suuman. Mr. Chairman, I suspect in the considerations of the 
resolutions committee there were votes against as well as votes for a 
lot of these things. 

The Cuarran. But the majority voted for it and it was binding 
on the minority ? 

Mr. SuHuman. Yes; in the national resolutions committee. Then 
when it came to the floor of the convention on final adoption of the 
resolution, the vote was unanimous. 
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Mr. Horven. Your policy is started at the local level. 

Mr. Suuman. Yes. 

Mr. Hoeven. At the township level; is that right? 

Mr. SHuman. Yes. 

Mr. Hoeven. The township delegates get together and pass on the 
resolutions. Then the resolutions go to the county convention, is that 
right ¢ 

Mr. Suuman. Yes. 

Mr. Horven. From the county convention to the State convention, 
and then the State delegates are chosen to the national convention ? 

Mr. SHuMAN. Yes, sir. 

Mr. Hoeven. Taking Mr. Abernethy’s State, Mississippi, as an ex- 
ample, when the delega utes to the national convention from the State 
of Mississippi appear at your national convention, have the resolu- 
tions gone through the process that I referred to? "Are the delegates 
at the national convention then speaking for the man at the local 
level and at the county level and for the State of Mississippi ? 

Mr. Suuman. Yes, Mr. Congressman, he is authorized to represent 
the members in his State. 

Let me make this point clear. The policy development process in 
the farm bureau is not a mere polltaking thing, finding out how 
many vote this way and how many vote that way. This is why I made 
this particular point that if one county succeeded in convincing their 
State that this was the right policy and that one State succeeded 
in convincing the voting delegates, the voting delegates could take 
action despite the fact that it originated in only one county or one com- 
munity. When they take final action, however, they represent all the 
farmers in the organization. 

Mr. Horven. The delegates from the State of Mississippi are not 
authorized to go beyond the recommendations which have been in- 
augurated and processed at the local level ? 

Mr. Suuman. They are authorized to compromise their recom- 
mendations with other representatives to generally advance their own 
ideas ; that is correct. 

Mr. Horven. So when the delegates to the nationak convention 
from the State of Mississippi speak, they are speaking for your or- 
ganization at the State, county, and local level. 

Mr. Suuman. That is correct. 

Mr. Horven. This has all been done through the regular process 
of passing upon resolutions ? 

Mr. Suuman. That is correct. 

Now I wish to comment on Congressman Abernethy’s point to say 
this: To the extent we can, we shall be glad to furnish for the record 
the recommendations on pr ice support and adjustment programs 
made by the State farm bureaus. The reason I say I do not know 
the extent. we can is because I do not know how well these records 
have been preserved. After the national convention takes action, we 
do not—— 

Mr. Anernetuy. All resolutions adopted at State conventions are 
printed in booklet form, are they not ? 
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Mr. Suuman. Not all States do, but many of them do. To the 
extent that we can, we will endeavor to find out the ‘answer to that 
question. I cannot promise 100 percent.* 

Mr. Jounson. Did I understand you to say the present corn pro- 
gram is the Farm Bureau program ¢ 

Mr. Suuman. No. The present corn program was not according 
to our recommendations. It embodied some of our recommendations, 

Mr. Jounson. What is there in the present corn program which is 
not Farm Bureau 4 

Mr. Suuman. Specifically, one which is causing us a lot of trouble 
is the limitation of 65 percent of parity price support. 

Mr. Jounson. You would like to lower the support? 

Mr. Suuman. We did not think there should have been any limi- 
tation fixed at 65 percent of parity. It should be based on the mar- 
ket price. 

Mr. Jounson. You would advocate it should be as low as the Sec- 
retary wished to place it ? 

Mr. SHuman. No. We thought the price support should be based 
strictly on the market price and the situation should not be confused 
by relating it to parity. 

Mr. Ausert. What does your organization think about Govern- 
ment support either through subsidies or against the industry of 
primary uses of products, like the two- price system in wheat, and 
so forth, where part of it is free and part of it is tied down to the 
primary use ? 

Mr. Suuman. This idea has been explored and discussed for years. 
At one time, years ago, the American Farm Bureau Federation sup- 
ported what was in effect an export debenture, a two-price support 
plan back in old McNary hog days. Through the years of dis- 
cussions and study, we have come to the conclusion and our folks are 
pretty well united in opposing the use of the two-price plan on the 
theory and conviction on our part that you cannot support at an arti- 
ficial level the price and not get into trouble. So we are opposed to 
the two-price or three-price or multiple-price plan. 

The CHarrman. What are you in favor of? That is what I want 
to know. 

Mr. SHumMAN. We have made several statements to this committee 
this year on what we favor. I could review them. 

The one on the wheat statement was presented March 23 by Mar- 
shall, Cooper, Somerville, Pierce, and Michaelson. I have a summary 

of it here if you would like me to read it. 

The Cuamman. I mean the general, overall programs. We have 
been going on the basis of parity for 20-odd years. The public and 
the Congress have accepted the parity concept as reasonable. No 
other reasonable yardstick has been suggested or provided. Now you 
advocate the outright repeal of that ancient concept of parity. What 
would you substitute in lieu thereof? You say you do not know 


*In his statement to the committee Mr. Shuman said he would be glad to furnish the 
information as to the States which did recommend the principle of farm price supports at 
90 percent of the 8-year average market price. Subsequently the American Farm Bureau 
Federation supplied voluminous material relating to recommendations by the State farm 
bureaus on price support and adjustment programs. No incident was cited where, prior 
to approval by the national convention of the American Farm Bureau Federation, a State 
farm bureau had ratified specifically the principle of farm price support at 90 percent of 
the 3-year average market price. 
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where the 90 percent of the average price support originated, but you 
just embraced it and adopted it. You want to pull out the parity 
concept. 

I do not think any Farm Bureau member in North Carolina wants 
to ‘do that. You are speaking for my farmers, but you are not having 
any influence on me. 

Mr. Suuman. I recognize that, Mr. Chairman. 

The Cuarrman. I respect your position and your views. I know 
Jack Lynn knows what my farmers think about it. 

We have a problem here first to do away with the surplus which 
has been accumulated, I do not care why or how it has been accumu- 
lated. We know we have it. I know we did not have it 6 years ago. 
The problem has been aggravated by every harvest since 1 53, 

After suffering for 6 long years, seeing this situation generated, you 
come in here now in the year of our Lord 1959 and say you w ant to 
study this a little longer ‘and you want to go back to the grassroots 
again. We have been going back every 2 years trying to improve 
the situation which has const: intly deteriorated, and now is holding 
$9.5 billion worth of surplus commodities which we cannot sell or give 
away. 

What does your great organization recommend we do with these 
surplus commodities ? : 

Mr. Suuman. First, our point on going back to the folks and re- 
view is nota suggestion that we want delay in study. We have made 
recommendations to this Congress which were not approved. We 
made recommendations to the last Congress. We recognize that the 
time is growing late for anything to be done at this session. All 
we are saying is that we will come back after this review and take 
a look and see whether we change our position, We have changed 
it in the past. We may change it in the future. But we are for a 
return to the market price system. We are against price fixing. That 
is our position. 

The Cuatrrman. Could I hear that last again ? 

Mr. Suuman. We are for a return to the market price system. We 
are against price fixing. ~ 

The Cramman. When you say “the market price system,” what do 
you mean—the law of supply and demand? 

Mr. Suuman. Yes; that is the law of supply and demand. 

Mr. Bass. For the record, when the Farm Bureau Federation 
appeared before the Subcommittee on Wheat, of which I am a mem- 
ber, we asked your representatives specifically, and the request was 
made by the counsel of this committee, for you to submit a bill to 
carry out the generalizations of the statement made before the com- 
mittee, but no bill was ever submitted for the wheat program this 
year by the Farm Bureau Federation. 

You have said you are for this or that in terms of generalizations, 
but until we have a specific bill or recommendation or until you 
endorse some sort of substitute to a bill on the floor 

Mr. Suuman. We submitted specific recommendations with the 
offer—— 

Mr. Bass. I disagree. You were requested to submit specific rec- 
ommendations, and your federation did not sumbit them. 

Mr. Suuman. It is my understanding that we did. 
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Mr. Lynn, do you wish to comment on this? 

Mr. Bass. Mr. Albert, did they ever submit a bill for our 
consideration ¢ 

Mr. —— They submitted amendments. 

Mr. Lynn. Mr. Chairman, we submitted specific language, and it 
can be verified by the chairman of the subcommittee and the counsel 
of the committee, specific language to carry out our recommendations 
which we made to the subcommittee. 

Mr. Avsert. No bill was introduced. 

Mr. Lynn. No. 

Mr. Bass. I disagree with you. They did not submit a bill. 

The Cramman. T hey said they did not submit a bill. 

Mr. Lynn. We did not submit a bill, Mr. Bass. We did submit 
language. 

Mr. Bass. You could submit one to the subcommittee for 
consideration. 

Mr. Lynn. We did that. It had everything but the number. 

The Cuatrman. Has anybody in the ‘House or the Senate intro- 
duced this proposal of yours for 90 percent of the average market 
price of the last 3 years ? 

Mr. Suyuman. On wheat? 

The Cuarrman. On anything. 

Mr. Suuman. It was submitted at the last session, and in part 
adopted for cotton, rice, and corn. At this session I believe we sug- 
gested amendments. I do not know which ones were or were not 
considered. 

The Cuarrman. What Member of Congress dignified your pro- 
posals to the extent of introducing them ? 

Mr. SHuman. Part of it is already in law. 

The Cuarrman. You did not put it in law. 

Mr. Suuman. The Congress has that power. 

The CHarrman. The Secretary of Agriculture does not have a bill 
pending before this committee now indicating what he proposes. 

Mr. Suuman. We have indicated suggested amendments to various 
subcommittees. Part of them have been written into bills. We have 
not followed the procedure of writing up a bill and going around and 
getting someone to drop it in the hopper just for the sake of getting 
it in the hopper. 

The CHatrman. Do you not think that out of the 435 Members 
you could get somebody to support your proposition? I understand 
you are supporting the Secretary and he is supporting you. 

Mr. Suuman. That is not accurate. I do not know what he is 
doing. I shall not speak for the Secretary. 

The Cuamman. He stands for the same thing, does he not, 90 
percent of the average market price? 

Mr. Suusan. I believe the administration did endorse that prin- 
ciple this year. This was quite a while after we came out for it. 

Mr. Auserr. Mr. Chairman, if you will yield, in fairness, the pro- 
posals of the administration on that left so much discretion in the 
Secretray that nobody could tell what the administration was recom- 
mending. The proposals the Farm Bureau made were specific in 
that respect. I would like the record to show that. 
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The Cuarrman. Do I understand that the Farm Bureau organiza- 
tion which you represent is in favor of eliminating price-fixing pro- 
grams, eliminating allotment controls, and turning the farmer over 
to the law of supply and demand ¢ 

Mr. Suuman. On a gradual basis, we want to relate price supports 
to the market. 

The CuairMAN. You mean by gradually lowering the price support 
level. oi 

Mr. SuumMan. Yes; where it is fixing the price. If it is fixing the 
price, we are not in favor of it. 

The CuatrmMan. As the price support goes down, then you favor 
an increase and expansion in production / 

Mr. Suuman. No; that does not necessarily follow. In fact, it 
doesn’t. follow. 

The Cuarrman. Are you in favor of increasing the acreage allot- 
ments so the farmers could increase their production ? 

Mr. Suuman. No; we are not in favor of increasing the acreage 
allotments. 

The CuatrMan. Are you in favor of repealing Public Law 480? 

Mr. Suuman. No, sir. We are in favor of Public Law 480 being 
continued on a temporary basis. We are not in favor of its becoming 
a permanent part of the legislative structure. 

The Cuatrrman. What do you mean when you say “surplus disposal 

rograms have wasted resources, reduced the markets for current pro- 
Sesion at home, and created ill will among foreign producers of 
competitive products”? What do you mean by that? 

Mr. Suuman. The language is condensed, but it is pretty specific. 
Actually, we mean that Public Law 480 and the other surplus disposal 
programs, of which there are several, have in some cases jeopardized 
markets and created ill will, and that is why we are for Public Law 
480 being a temporary program. 

The Cuarrman. Would you cite examples of that effect? 

Mr. Suuman. One of the best examples of this kind is our relations 
with Canada and the attempts from time to time of Canada to place 
retaliatory action or quotas against our agricultural exports to 
Canada. We had a very difficult time keeping Canada from putting 
quotas and duties on fruits and vegetables which were imported from 
the United States, and the reason they gave was that we are sub- 
sidizing the exportation of wheat in competition with their wheat. 
We have had a very difficult time with Canada. This is not the only 
country. 

The Cuarrman. You do not think we should subsidize wheat in the 
markets of the world ? 

Mr. Suuman. Not permanently, we should not. 

The Cuarrman. I assume you think we should quit subsidizing it 
since we have $3.5 billion piled up in surplus. 

Mr. Suuman. Our approach is that as rapidly as possible we should 
get to the kind of program which would not induce, as the present 
high price support does, the accumulation of surpluses, and that as 
soon as we stop the vast input, into CCC bins then we should do 
something about disposal of the surplus so it would have as little 
effect. as possible upon our domestic and foreign markets. 
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The Cuatrman. I have heard farmers raise this question: Do you 
know of any authority that the Secretary of Agriculture should have 
that he does not have to deal with the agricultural surplus problem? 

Mr. Suuman. No. We are not suggesting that his authority be 
increased. We are suggesting that the Congress take action which 
would result in stopping the incentive to pile up more surpluses, 

The Cuarrman. I follow that part of it. What do you propose 
to do about the surplus disposal program ? 

Mr. Suuman. After you stop or at least slow down the input, 
then there is plenty of authori ity, I think, to dispose of what we have. 
It may take a few years, but it will not be an impossible task to 
dispose of reasonable amounts of food and fiber. 

The CHarrmMan. You indicate that in administering Public Law 
480, and the Secretary of Agriculture has this responsibility, he has 
administered it in such a way as to waste our resources, reduce our 
markets, and create ill will. That appears on page 3 of your state- 
ment. I have not heard that program criticized. The last time it 
was presented on the floor, I think I made the statement that that 
was one program which had been remarkably free of criticism. This 
is a broad indictment, as I see it, of Public Law 480 and the adminis- 
trators in charge of it. 

Mr. SuHuman. Let me clarify it by saying that we were probably 
as much responsible as any organization for the origination of the 
idea of Public Law 480. We supported it through the years. We 
supported it, however, on the basis that we felt it should be considered 
as a temporary means of getting rid of surpluses. 

When we continue through action of Congress to generate these 
surpluses, then we finally must recognize that the continuation on a 
permanent basis of Public Law 480 or any surplus operation while 
you are still accumulating the surpluses creates ill will. 

The CrHairman, As long as you continue to accumulate surpluses, 
it seems to me that Public Law 480 would be desirable. W hy would 
you repeal the law while you are accumulating surpluses ? 

Mr. SuumMan. We did not propose that it be repealed at this time. 
We have supported its continuance, but we think that the most im- 
portant thing which can be done is to stop the accumulation of the 
surplus. Then you can discontinue it. 

The Cuarr. in. I agree with the statement that the paramount 
problem is to stop the accumulation of the surpluses. Then the prob- 
lem we immediately face is that we must dispose of the surpluses 
which have already been accumulated. 

Mr. Siuman. There is no use to think in terms of disposing of 
them as long as you continue to replenis sh the surplus. You cannot 
dispose of them as long as the input is as great or greater than the 
output. 

The Crarman. In other words, are you in favor of doing away 
with Public Law 480 until we can dispose of the surpluses we now 
have? 

Mr. SHuman. No; we are not advocating that Public Law 480 be 
done away with, but we are recognizing that it should not become 
a permanent way of life. This is what some of the folks are now 
advocating. In order to continue to fix prices and not effectively 
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control production, they enlarge and expand and extend Public Law 
480 as a way to get by with it. 

Mr. Marrnews. Would you yield just a moment, please ? 

I have listened with a great deal of interest to the last 3 days of 
testimony. I do not believe we have talked about the problem of 
storage costs. I think the fat cats in the farm program are getting 
to be the gentlemen who get a tremendous amount of money out of 
the storage costs. The lean cats I think are still pretty largely the 
producers. A few of them get a lot of publicity. 

Mr. Shuman, has your creat organization given any thought as to 
how we can help the individual farmer a little more in this storage prob- 
lem? Is there some kind of program which you think we might put 
into effect which would let any profit from storage go to the producer 
rather than to a newly rich group, who are wonderful people, perhaps, 
but they are the real fat cats in the program ? 

I do not. want to make anybody mad and I do not know whether I 
am stepping on anybody’s toes. Mr. Chairman, if you do not want 
to pursue this problem, I will yield, but I would like to have some 
observation about this problem which I know we have. I am not 
trying to fix the blame on anyone, but how can we make fat cats out 
of the lean cats, and vice versa, in ‘this storage program ? 

To show you what I am so concerned about, on the floor of the 
House we always have this idea of not letting one producer get more 
than $35,000 or more than $50,000. Yet we never have any limita- 
tion on the amount of profit that those who store the grain might 
make. 

Mr. Suuman. Mr. Chairman, I do not know how I can comment 
on this without making some of either the fat cats or the lean cats 
angry. You are almost bound to step on somebody’s toes. 

In general, however, we have favored encouraging the farmers to 
store the products on their farms, and most of “these programs do 
provide for rather good incentives for farm storage. Some products 
are not readily stor: able on the farm and are very difficult to store. 

The result is that you must use commercial storage or Government- 
built storage. I do not think anyone can make a flat statement that 
we ought to do aw ay with commercial storage or Government storage 
because there are millions of bushels involved. 

If you are going to use this storage you must pay a reasonable 
rental charge or you will not have it ‘available. 

Whether or not the rental charge is excessive I am not qualified to 
say. It certainly has encouraged the building of new storage facilities 
by grain handling and other farm product handling concerns, and 
the very fact it has been a profitable frusiness for many of these folks, 
evidenced by the tremendous increase in the capac ity going up and 
still being built, the very fact this has been a profitable business 
causes them to have a vested interest in the continuation of programs 
which keep the storage bins full. 

The Cuamrman. Does the Farm Bureau have money invested in 
storage ? 

Mr. Suuman. No State, county, or national or ‘ganizations have any 
but we have affiliated cooperativ es that have grain handling and stor- 
ing operations and there are a number of large cooperatives in the 
business. 
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Whether it is affiliated with our organization or with some other 
organization, the temptation and the pressure from these folks who 
get a vested interest is on the side of continuing the programs that 
make this surplus possible. 

The Cuarrman. When a co-op becomes an affiliate of the American 
Farm Bureau Federation, all the members of that co-op become mem- 
bers, do they not ? 

Mr. Suuman. No, sir. We have no checkoff of any kind. There 
are some cooperatives affiliated with other general farm organiza- 
tions that have checkoffs for membership, but we do not. 

The Cuatrman. If a co-op becomes affiliated with the American 
Farm Bureau, do all the members of the co-op automatically become 
members of the Farm Bureau? 

Mr. SHumaAn. No, sir. There are two noes there. We do not have 
any cooperatives affiliated with the American Farm Bureau Federa- 
tion. Second, as far as I know, of those cooperatives affiliated with 
the State farm bureaus, none of them have any checkoff of member- 
ship dues going to the Farm Bureau organization. 

The Cuarmrman. Explain to this ¢ ommittee why a farm cooperative 
as a corporate entity should become affiliated with this organization of 
yours. 

Mr. Suuman. The farm organizations have in many cases organ- 
ized these cooperative. The Farm Bureau has or ganized many co- 
operatives, and in organizing them they established in many cases 
some kind of an affiliation. 

This is true with many other organizations. 

The Cuarrman. On the State level they have no checkoff ¢ 

Mr. SuHuman. There is no membership relationship between the 
Farm Bureau affiliated cooperative and the State Farm Bureau. 
There is no checkoff of the dues. There is no payment of money in 
lieu of dues. 

There is no inclusion of the cooperative membership in the Farm 
Bureau membership. That is, there is not in any State I know of. 

The Cuarrman. You have to be a member of the Farm Bureau to 
become a member of the cooperative affiliated with it, do you not? 

Mr. Suuman. I do not know of any place this is required, 

The Cruarrman. There are some of those affiliates who are engaged 
in the warehouse storage business ? 

Mr. Suuman. Yes, sir, just as there are affiliates of the other 
organizations engaged in that business. 

The CuatrMan. You are in favor of modifying 480 and terminating 
it as circumstances will permit ? 

Mr. Suuman. Yes, sir. 

The Cuarrman. You think it has been a wasteful program ? 

Mr. Suuman. I do not agree it has been a wasteful program. 

The CrHatrmMan. What do you mean when you say it has been 
wasteful ? 

Mr. Suuman. This is a general statement about the entire subsidy 
program, the program of surplus disposal and not intended to apply 
specifically to any one of them. It isa statement in general. 

The Cuatrman. When I speak of 480, I speak of that as one of the 
surplus disposal programs. We had surplus programs before anybody 
thought of 480. 
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Mr. Suuman. Yes. 

The Cuarrman. You think the surplus disposal programs have 
been wasteful and they have created ill will among foreign producers ? 

Mr. SHuMaAn. Yes, sir. 

The CHarrmMan. Are you in favor of or are you opposed to the 
barter provisions of Public Law 480? 

Mr. Suuman. We have favored the use of barter with proper 
safeguards. 

The CuarrMAN. Do you still favor the use of the barter provisions? 

Mr. SuHuman. Yes, sir. 

The Cuarrman. According to these recommendations you favor 
the continuation of the tobacco program and you made this statement : 
Many technological changes are occuring in the tobacco industry. We recognize 
the need to stabilize support prices for tobacco. We will support the adjust- 
ments necessary to accomplish this stabilization. 

After this committee passed the tobacco bill and both Houses passed 
it and sent it to the White House, you recommeded to the President 
that he veto the bill, did you not? 

Mr. Suuman. We opposed the bill in the Congrees as well as 
recommending a veto. 

The Cuarrman. You have proposed no legislation to carry out this 
recommendation that you set forth here ? 

Mr. SHuman. Yes; we proposed that the level price supports be 
temporarily frozen. First we suggested 1 year, and then we agreed 
2 years if Congress desired. 

Mr. Bass. Ask him where that policy was developed against the 
tobacco bill. 

The CHamman. He will tell you it was at the top. 

Mr. Suuman. I can answer the question, Mr. Chairman. There 
is no policy matter been more thoroughly discussed than this issue 
on tobacco over perhaps a relatively minor problem but involving 
rather important principles. 

Several tobacco growing States made recommendations to the vot- 
ing delegates, the resolutions committee, in December that the price 
support for tobacco be returned to the use of old parity~instead of 
new parity. 

It was debated very thoroughly in the resolutions committee and 
the resolutions committee rejected this recommendation. 

It was debated again on the floor of the convention and the con- 
vention rejected it. 

Then it came to the board of directors meeting at three different 
times. On at least two occasions an effort was made to place the or- 
ganization on record in favor of return to old parity and the board 
of directors rejected it. 

This policy has been really debated, discussed, and acted on very 
thoroughly. 

Mr. Bass. But every president of the State federations who raised 
tobacco in those States endorsed the bill except one, and that happened 
to be my State. 

How could it be the policy of the State organizations if all but one, 
I think there were eight out of nine, who eadoiead the bill before this 
committee ? 
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Mr. SuHuman. This is not quite a correct count because a number 
of States which do not produce a great quantity of tobacco but which 

roduce tobacco, enna argued for the position adopted by the vot- 
ing delegates. 

{r. Bass. Utah, perhaps, or North Dakota. 

Mr. Suuman. I didn’t count them, but they were such States as 
Ohio, Indiana, Pennsylvania, West Virginia, Wisconsin, Massachu- 
setts, and so on. 

Mr. Bass. Perhaps they were against the bill. I am talking about 
people who know something about tobacco. 

Mr. SHuman. Wisconsin and other States in this group are in- 
creasingly important tobacco States. 

Mr. Jounson. The Northern Tobacco Cooperative endorsed it. 

Mr. SuHuman. The Northern Tobacco Cooperative? I am _ not 
familiar with who they are. They are not affiliated as far as I know. 

The Cuarrman. What did you mean by this: 


We will support the adjustment necessary to accomplish this stabilization. 


How will you do that ? 

Mr. Suuman. We presented recommendations favoring a 2-year 
freeze. 

The CuarrMan. Last year we sent a freeze bill to the White House 
and you recommended a veto of that, did you not ? 

Mr. Suuman. I donot remember the bill. 

Mr. Gatuines. You surely remember that. 

The Cuarrman. You do not remember when the President vetoed 
the freeze bill ? 

Mr. SuHuman. Two years ago? 

The CuarrMan. Last year. 

Mr. Hagen. It was not confined to tobacco. 

Mr. Suuman. It was not a specific tobacco bill ? 

The CrHarrman. No. 

Mr. Suuman. I remember that bill. 

The CHarrMan. You recommended a veto of that. 

Mr. Suuman. Yes. 

The Cuarrman. Now you come back and advocate a freeze bill for 
the tobacco. 

Mr. Suuman. The bill you have reference to was a freeze on all 
commodities. 

The Cuarrman. For 1 year. Now you propose a freeze on tobacco 
for 2 more years. 

Mr. Suuman. There is quite a difference, Mr. Chairman, between 
doing something special for tobacco with recognition of the fact that 
the tobacco program is one, due to the nature of the crop, with which 
you can do more in the way of regulation than on many of the other 
crops, so there is more justification for taking a little time with 
tobacco because of its peculiar problems than for all the other crops. 
This is a different issue. 

The Cuarrman. At the same time you do propose a freeze. Do 
you have any reason to believe the President would approve a freeze 
on tobacco for 2 or 3 years? 

Mr. SHuman. We have no knowledge of what he would do more 
than anybody else. It still would not change our position. We still 
would be for it if we thought it was the right thing to do. 
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Mr. Hacen. I would like to commend Mr. Shuman. This is the 
best. statement I have ever heard the Farm Bureau present. 

Mr. Suuman. Thank you. 

Mr. Hagen. It is very concise and well stated. 

I would like to pursue this corn matter a little further. 

Congress over the years has established a category of mandatory 
nonbasic commodity supports. The Secretary was obliged to sup- 
port the named commodities at a certain discretionary level. There 
was no control program involved. 

With the exception of the specific level of support provided these 
crops, and contrasted to that provided in the new corn program, 
do you see any basic difference between that program and the present 
corn program ? 

Mr. Suuman. Yes; there is a basic difference, although the present 
corn program has this feature of a lower limit beyond which the 
adjustment in price support provided by the 3-year market price can- 
not go. I suppose there are some automatic features in it. 

Mr. Hacen. They are similar in that they both require support 
prices. 

Mr. SuumMan. Yes. 

Mr. Hagen. And they both provide no controls. 

Mr. Suuman. That is right. To that extent they are similar. 

Mr. Hagen. In other words, Congress previously has endorsed this 
principle ? 

Mr. Suuman. That is right. 

Mr. Hacen. Therefore, it is inconsistent for legislators who sup- 
ported these earlier programs to criticize the corn program. 

Mr. Suuman. They had accepted this in some cases. 

Mr. Hagen. That is all I have. 

Mr. Horven. Mr. Shuman, you are not opposed to Public Law 480? 

Mr. Suuman. No, sir. 

Mr. Horven. As I understand it, you consider it a temporary piece 
of legislation ? 

Mr. Suuman. Yes, sir. ‘ 

Mr. Horven. How permanent is temporary? In other words, we 
have a great surplus problem. It seems to be worsening all the time 
and in my judgment Public Law 480 has done a pretty good job. It 
has permitted us to dispose of a lot of surplus commodities. 

I try to be realistic about the whole situation. It seems to me that, 
in view of the prospects for greater and larger crops this year, we 
will have the surplus problem with us for some little time to come. 
Under the circumstances it is my opinion that Public Law 480 may 
have to be extended beyond the period of 1 year. 

Mr. Suuman. We have suggested that it be extended for 2 years. 
We do not have any suggestion as to how long is temporary and how 
long is permanent. 

However, we are very much concerned that by continuing to pile up 
surpluses, by creating these incentives to increase production, that 
then it becomes necessary to keep Public Law 480 almost as a perma- 
nent measure. In fact, we are very much concerned that some folks 
have suggested that this be done and made long term because actually 
it would envision the continued input of excess resources and would 
encourage the continuation of puctinbtin of surpluses. 
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Mr. Horven. If we could foresee the termination of the surplus 
problem we could make our plans accordingly. 

Mr. Suuman. Yes; if we had action by the Congress which would 
give some encouragement to think that we are not going to continue 
to encourage piling up the surpluses, then we could blueprint or chart 
the expected time for termination of Public Law 480. 

Mr. Hoeven. What more can we do than we are already doing in 
taking care of the surplus problem ? 

Mr. Suuman. I think we have about exhausted all the ways of do- 
ing it short of discontinuing the guaranteed price incentive to build 
up more surpluses. 

Mr. Horven. Do you agree with me that in any program to reduce 
surpluses we must adhere to at least two criteria? First we must 
actually reduce surpluses. It simply does not make sense to reduce 
them in one category and add to them in another. 

Mr. Suuman. Yes; that is certainly true. 

Mr. Horven. We must make headway in reducing the overall sur- 
plus situation. When we reduce the surplus of wheat we must not 
accumulate more corn, and thus create another problem. 

Secondly, the cost of any new program certainly must be less than 
the present program under which we are now operating. 

Mr. Suuman. First, on the first point I agree we must do something 
to eliminate the surplus-creating device, the incentive to produce sur- 
pluses that are not needed, and that should be done in such a way as to 
not just switch the burden to other producers. 

The second point I agree with generally, also. 

Mr. Hoeven. Unless we meet those two criteria we are just shadow- 
boxing and not getting anywhere. 

Mr. Suuman. That is right. 

Mr. Hoeven. Is it not a fact that in all of our efforts to cut down on 
surpluses we run into foreign policy considerations which prevent us 
from disposing a lot of our surpluses ? 

Mr. SuHumAn. Foreign competition ? 

Mr. Hoeven. No; I do not mean that. Under Public Law 480 or 
through some other device of Government whenever we attempt to get 
rid of some of our surpluses, we immediately run into protests from 
the State Department. They do not want us to disturb the economy of 
other agriculture producing countries. 

What really is the solution of such a situation ? 

Mr. Suuman. The solution of it is to get back to sound economic 
decisions on what is produced domestically, and then I do not think 
you get into diplomatic troubles with other countries when you sell into 
the world market when you produce without the stimulus of subsidy 
devices. 

One of the best examples recently of where we have run into troubles 
with other countries, and where they are threatening retaliation again, 
is Canada. Proposals have been made that they make production 
payments to the producers of hogs, and if this is done in Canada this 
will subsidize, in effect, the sale of Canadian surplus pork into our 
markets to the extent that they make these payments. 

While we have protested to the State Department and to the Depart- 
ment of Agriculture, asking that we set up barriers to this being done 
if they attempt it, the same kind of action happens in other countries. 
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Whenever we place a subsidy on the export of wheat, cotton, or any- 
thing else to some other area of the world, they naturally retaliate if 
they have an interest in maintaining their agricultural production of 
these commodities. 

The answer to it is to discontinue unneeded Government price sup- 
port incentives to surplus agriculture production. 

Mr. Hoeven. You say you are in favor of barter as it relates to Pub- 
lic Law 480? 

Mr. Suuman. Yes. 

Mr. Horven. The American Farm Bureau is in favor of the barter- 
ing provision ? 

Mr.Suuman. Yes, sir. 

Mr. Horven. Do you mean mandatory bartering or discretionary 
bartering ? 

Mr. SuuMan. We favor discretionary barter. Once or twice, per- 
haps more than once or twice, we have suggested to the Department 
of Agriculture and to the State Department more of it could be done, 
but we think there needs to be discretion in this program, and it must 
be handled very carefully. 

Mr. Hoeven. Of course, we have been struggling with this problem 
of barter for a long time. I think the original conception, as far as 
Public Law 480 was concerned, is that we were in favor of barter. 
Now we have run into the proposition whereby more directive barter 
is opposed by the Department of Agriculture on the assumption that 
barter will displace cash sales. 

By the same token there is no evidence whatsoever before this com- 
mittee to indicate that cash sales have been displaced by barter to 
anyextent. That makes fora very confusing situation. 

Mr. Suuman. I do not think that anybody can tell for sure after a 
transaction has been made whether or not the barter did replace cash 
sales. We think every precaution should be used in making the barter 
transactions so they do not reduce cash sales any more than is 
necessary. 

I suppose, however, that any barter transaction has some effect upon 
the cash market. 

The Cuarrman. Evidence before us indicates that as barter trans- 
actions increase dollar sales decrease. 

Mr. Suuman. I do not want to take issue with this at all because 
we are not in a position to judge whether or not it has materially 
affected us. I suppose it affects the market to some extent almost 
anywhere you make a trade, but we do not know to what degree. 

Mr. Hoeven. I think we all realize that we have a serious surplus 
problem. It causes us all a great deal of concern. The fact is, that 
up to this very moment we have not arrived at a solution. 

I am wondering whether the time has not come for the great farm 
organizations of this country to get together and try, if possible, to 
resolve their differences. 

Each year the different farm groups appear before this committee 
and they all make very fine presentations. 

When the hearings are over they sort of leave us up in the air 
because we have several proposed solutions before us and then we 
as a committee are expected to work out legislation to try to reconcile 
the differences. 
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I have suggested that it might be timely to hold a conference at 
the White House level, at which not only representatives of the great 
farm organizations would be present, but also representatives and 
agricultural leaders from throughout the country to determine 
whether or not we can work toward a solution of the overall problem. 

Fair men should be able to get together to agree upon those things 
where agreement can be reached, and then try earnestly to resolve 
the differences which occur in the areas where there is disagreement, 

It seems to me we have reached the point where we have to have 
some meeting of minds if we are really going to meet the situation. 
Something must be done if we are to keep the interest and respect 
of the taxpay ers of this country. 

Do you think such a conference might be worth while and would 
it be a step in the right direction ? 

Mr. SHUMAN. Let me say this again—it is not an easy question to 
answer yes or no. 

The Farm Bureau always has stood ready to participate in con- 
ferences of the three general farm organizations and the cooperative 
council. We have alw: ays done that. 

There might be some merit in a conference of the nature that you 
propose. I am not too optimistic as to being able to get together 
on a farm program because of the vast differences in philosophy. 

Our philosophy, and I think it represents the thinking of the major- 
ity of the farm people in the United States, is that the major prob- 
lems of farmers are these : Price, , production, markets. 

All of us would agree these are economic problems. They are not 
political or social problems. 

There are political and social problems in agriculture, but. these 
which are the greatest problems in agriculture are economic problems. 

Our conviction is that no matter how many conferences we- have, 
no matter how many sessions of Congress deal with it, that no political 
action can solve economic problems, they can only complicate it. 
Therefore the result of such a conference would be that we would have 
a philosophy clash, and while we are willing to engage in it we still 
do not think that this is the right approach. The right approach 
is to get the political approach out t of economic problems. 

The Cuatrman. What do you mean “political approach”? What 
political approach is involved ? 

Mr. Suuman. I am not thinking of a partisan political approach but 
the use of government, which is a political body, to try to control 
agricultural production and fix prices. 

The Cruatrman. You use the term so it sounds like a political 
maneuver. It has a bad sound to it. 

This committee has tried to stay completely free of partisan politics 
and political maneuvering We have engaged in it at times, but I 
would like to know what prompted you to make those statements. 

Mr. Suuman. I am not accusing anybody or any group of anything 
specific except it is quite obvious to most citizens of the United States 
that there have been a great deal of political maneuverings in this area 
of price and pr oduction legislation. 

Mr. Apert. Here is what you get to. You lower price supports. 
Call it insurance or what you want. You put supports eewed the pres- 
ent market price. 
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If you get one of those big years, as we did in wheat last year, you im- 
mediately are fixing the price. 

When you get a big crop any support is a price level. 

We tried in the Wheat Subcommittee to see if we could come up with 
a lower level. But we decided we would either have to cut production 
or get out of the business of Government supports completely. 

Mr. Suuman. We have not accepted the idea that you can have a 
level of supports that would not result in continuous price fixing. 

I grant you your point that to some extent any price support which 
results in the Government being required to take a crop even on an 
occasional year is to some extent price fixing in that instant. 

However, our belief is that this would occur so seldom as to enable 
the Government to dispose of these surpluses—— 

Mr. Arzert. In 1 year you ¢an get all the surpluses you can handle 
for 5 years, and it makes no difference what it costs the Government— 
trouble just starts after it gets the surplus. It is the carrying charge 
which gets rough on the Government. 

Mr. SuHumMan. You can take the case of the dairy price supports as 
an example to argue on the other side. Since the dairy price support 
programs have been adjusted to about the market price there has not 
been an accumulation of any great quantity of dairy products in the 
hands of CCC. 

Mr. Atpert. You cannot store that in the first place. In the second 
place, cattle do not respond as land and climate and weather do. The 
two are not analogous. 

Mr. SuuMAN. Soybeans would be and that has been a crop where 
the price support level 

Mr. Apert. I think that is true, but there is no relationship there, 
either. 

Mr. SHuman. We cannot prove any of this. It is a matter of judg- 
ment. 

Mr. Atperr. We cannot prove any of that, that is right. We cannot 
prove, either, that if the President had signed the bill we would have 
more wheat next year than we will have. 

Mr. SuuMan. It is a matter of argument because we cannot be sure 
what the results would have been. 

Mr. Avzert. Your organization suggested and the President did 
veto something which would take 25 percent of the acreage in the com- 
mercial belt out of production. In upholding a program in wheat that 
we know is paying farmers to produce something that the Government 
cannot sell or give away, the Government has to buy, has to store, pay 
the storage price on it. 

There has not been a solitary program offered, Mr. Shuman, in- 
cluding your own, which would guarantee the Government would quit 
taking this surplus wheat. The only approach that looked even re- 
motely rensonelile was the approach of cutting down production. 

Perhaps that is not sound but at least it is a direct approach. 

All these other theories that have come along mean one thing—if 
you have a good crop you will add to the surplus and the Govern- 
ment will be in business with that bushel of wheat from now on. 

I do not see where we can get anyhere until we decide what the 
surplus should be as a matter of national policy and national defense, 
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and then just decide between the farmers and the taxpayers that it 
just does not make sense to add to the surplus. 

Mr. Suuman. I would like to comment on Mr. Albert’s point very 
briefly, Mr. Chairman. 

The bill which was vetoed on wheat, in addition to providing for a 
cut in acreage, also provided for an increase in price support which 
would have offset, in our judgment at least, much if not all of the 
cut which would have been made in production. 

Mr. Auzserr. Offsetting the price that a bushel of wheat sells for 
is not important to the Government as long as the Government does 
not have to buy it. Is that right? 

Mr. Suuman. That is right. 

Mr. Apert. If it sells for $5 a bushel, and the Government does 
not have to buy it, it then does not become a matter of importance to 
the Government. 

Mr. Suuman. I would not argue that point either way because it is 
important to the wheat producer. When you raise the price it is a 
signal to him you want more wheat so he pours on the fertilizer and 
water. 

Mr. Axsert. Not under this bill. The fertilizer angle was some- 
thing the subcommittee went into. We discussed it with the best 
known authorities, and they were of the opinion that 75 percent of 
parity would cause as much fertilizer as 90 percent of parity. 

Mr. SHuman. Whoever they are, I don’t care who they are, I would 
disagree. We know what is happening with corn, for instance, under 
the incentive of this high price support. 

Mr. Apert. Corn has a low price support. 

Mr. Suuman. The price support on corn, is at a relatively high 
level and that is why we have that increase in acreage. 

Mr. Arzert. You have a low price support for corn, 65 percent, 
and you have 75 for wheat 

Mr. SuHuman. We raise a great deal of corn; $1.12 is a definite 
incentive to produce corn. 

Mr. Avpert. I agree that 75 percent wheat is incentive wheat just 
as much as 90 percent, and the only thing you can do, if we are not 
going to just write off the surpluses we have on hand, is to cut the 
acreage, either do that or get clear out of the business and take the 
loss. 

I cannot see where lowering of supports will get us out from under 
on this problem. 

Mr. Suuman. I would like to make the point that in the production 
of wheat or corn, a determination by the farmer of whether to in- 
crease it, is not alone a matter of the price support level or the market 
level. 

The insurance features of these programs whereby he knows be- 
fore he plants the crop what the price will be may have more influence 
on what he decides to do than the level of the price support, and the 
very fact you would remove the insurance feature by a program such 
as we suggested, gradual transition to a place where you remove that 
feature, might in itself bring about the needed adjustments, and the 
farmer might get even higher average prices than he would where the 
insurance feature was involved. 
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Mr. Coap. Assuming that you were to lower the price support on 
corn to a level that you feel would not be an incentive, would you 
mind indicating what level you think that would be this year? — 

Mr. Suuman. I don’t think anybody is smart enough to pick a 
price and say, “Thisisit.”__ 

I think only by using this automatic device of the 3-year market 
average would we find where the place was that we were out of the 
incentive business. 

I would not make a guess as to what that price would be. 

Mr. Coap. If they did not raise corn what is the thing they will 
raise to make money ¢ 

Mr. Suuman. Each farmer, where he has alternatives, will make 
different kinds of decisions. I can tell you what would happen with 
some of the farms in my neighborhood. Some of this land would go 
into grazing land. 

Mr. Coap. Will they make money on grazing? Would they make 
more money on grazing ? 

Mr. Suuman. If the insurance feature were removed the high costs 
that are involved in producing corn would create so much risk that 
they would go the route of a lower risk type of use of the land. 

They might not make more money but the risk would be reduced. 
The risk is the big factor. You are removing risk when you assure 
him before he plants the crop. 

Mr. Coap. We have had many kinds of statements of policy as to 
freedom for the farmer. The policy you have enumerated here this 
morning is, I understand, the policy of your voting delegates and the 
procedure you have in your organization. 

This last fall and every fall I go around to various counties. In al- 
most every county a delegation From your organization comes to call 
onme. I appreciate their coming and I listen to their views. 

Last fall a delegation in a given county came to me and for 15 min- 
utes they gave me the policy of the American Farm Bureau Federa- 
tion, and after that they then said, “That is the official policy of the 
Farm Bureau Federation. Now we want to tell you what we think.” 
Then they told me that. - 

Which was I to follow? 

Mr. Suuman. In any organization, whether it is the Farm Bu- 
reau, American Legion, chamber of commerce, AFL-CIO, Methodist 
Church, whatnot, you find a difference of opinion among the members. 
That does not mean they do not go ahead and stay in the organization. 

I am not questioning but what there are groups of farmers in Iowa 
who do not agree with the position of the American Farm Bureau Fed- 
eration, but our guidance is what the majority says and therefore we 
do our best to convince you to support us. 

Mr. Poace. I am still a member of your organization but I don’t ap- 
prove of many of the things you do. 

Mr. Suuman. Thank you, Congressman. 

Mr. Poacr. The Farm Bureau does favor abolishing the parity prin- 
ciple; does it not ? 

Mr. SHuman. What is that ? 

Mr. Poagr. You do favor abolishing the parity principle; do you 
not ? : 

Mr. Suuman. We favor the use of parity in the way it was origi- 
nally conceived. We do not favor abolishing it as a yardstick to de- 
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termine how well we are doing in relation to other groups in our 
economy. 

Mr. Poace. But you do favor abolishing parity as a desired goal for 
price support of any percentage of parity ? 

Mr. Suuman. We favor continuing to use parity as a desirable goal 
but not as a means of determining level of price supports for all 
commodities. 

Mr. Poace. You feel it would be better to use 10 percent less than the 
average of the last 3 years in the market as the level of price support? 

Mr. Suuman. Yes; for some commodities. It may be that on other 
commodities it would be different. We have said this for corn, cot- 
ton, rice. We have not yet said whether we believe it should be 90 per- 
cent or some other percent of the 3-year average for some of the others. 

Mr. Poace. You agree that for all the basic commodities, the six 
basic commodities —— 

Mr. SHuman. No; we have not agreed on tobacco that it should be 
90 percent for the 3-year average. 

Mr. Poace. What do you think it should be on tobacco ? 

Mr.SHouman. We have no recommendation yet on that. 

Mr. Poagr. What should it be on peanuts? 

Mr. SuHuman. We have no recommendation on peanuts. 

Mr. Poace. Would you be willing to leave peanuts where they are? 

Mr. Suuman. As far as the present time is concerned, yes. Perhaps 
in the next Congress we will have some different recommendation. 

Mr. Poacr. What does your 10 percent less than the average price 
for the last 3 years mean in dollars and cents for cotton, for wheat, and 
for rice? 

Mr. Suuman. I cannot give the figures offhand. We will be glad 
to supply them for the record. 








GENERAL FARM LEGISLATION 161 


(The data referred to above is as follows :) 


Data showing season average price of upland cotton, wheat, and corn for a period 
of years with comparisons 
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1 Preliminary. 


Summary: Out of 45 years cotton prices declined from average of preceding 3 years in 19 years as follows: 
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WHEAT 


From an economic standpoint, the new market price support system is as ap- 
plicable to wheat as to corn, cotton, and rice for which it has been recommended. 
Application of the system to actual wheat prices over the last 45 years indicates 
that it would have reduced year to year drops in wheat prices 10 times of the 20 
times that prices fell below the level of the average for the preceding 3 years and 
would have lessened the interference of price supports with the normal function- 
ing of the market throughout the period since World War II. 

An example of how the new approach might be applied to wheat is as follows: 






































Season Produc- Product 
Year average | tion (price X 
price | production) 
| 
| | Million | Million 
Dollars bushels | dollars 
1955 SS cininueececann ; 1.99 | 935 | 1, 861 
1956 Seetecieth sab scedes eee ped = 1.97 | 1, 004 1, 978 
1957 (estimated) Se 1.94 | 947 1, 837 
ee a | 2, 886 5, 676 
Note.—See the following: 
$5, 675.7+-2,886—$1.97 =3-year weighted average price. 
0.90X, 1.97—$1.77=1958 support level under ‘‘ market price’’ plan. 
CORN 
Decline in season Decline in season 
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1913_ 659 $0. 545 1938 469 717 | . 248 34.6 
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1919_ < 1.44 1. 32 1944 1.03 903 | 2 
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Summary: Out of 45 years corn prices declined from average of preceding 3 years in 20 years as follows 
Years 
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More than 10 percent : jasen : ; 14 
10 to 19 percent 2 . . : . 4 
20 to 29 percent 3 
30 to 39 percent _. : : 2 
40 to 49 percent _ 2 
50 percent and over . 3 


The foregoing data does not indicate that the support price would be con- 
tinuously downward with a 3-year average market price as the basis for price 
support. As we have previously testified, it is impossible to prophesy what will 
happen to the particular price of a commodity which is supported on the basis 
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of some percentage (90 percent for example) of the average market price of the 
preceding 3 years. However, we believe the market price is a more reliable 
indicator of what should be produced and consumed than a price fixed by Gov- 
ernment fiat. 

The preceding 3-year average market price’ for cotton, wheat, and rice under 
present circumstances would be as follows: 








Cotton (per | Wheat (per Rice (per 


pound) ! bushel) hundred- 
weight) 
Cents 
oo Ee pid ot i sincera aletaaaren ated aba toes asala ae ape 34. 46 $1.91 $4.78 
NT oa Jiistlinscapinaic witin aekah pained bitin salen ale 34. 33 1, 83 4.92 





1 Middling 1-inch cotton at 14 markets. 
2 Based on 2 years and 6 months for wheat and rice. and 2 years and 5 months for cotton. 


Mr. Poace. Would you insert that in the record—also include corn— 
what your proposal will mean for each of the next 3 years? 

Mr. Suuman. I don’t think you can give it for the next 3 years. 

Mr. Poace. I think you can. I think we all know the approximate 
amounts. You know the support price fixes the market price on those 
commodities very largely at the present time. That is what you want 
to get away from, as I understand it. 

Mr. SHuman. You can give these figures if you assume it will con- 
tinue to go down. We do not assume it will continue to go down. 

Mr. Poace. You do not assume it will continue to after the support 
price gets below the market price? 

Mr. Suuman. That is right. 

Mr. Poace. Until it drops below the market price, of course it will 
create the market price, will it not? It does today, does it not ? 

Mr. Suuman. As long as the support price is above the market it has 
that tendency. I would not say 100 percent. 

Mr. Poagr. No, not 100 percent, but it is the largest single influence 
in fixing the market price. 

Mr. SuumMan. Yes, sir. 

Mr. Poacr. If you were to ~~ the support price by 10 points this 
morning, the price of cotton would go down, would it not? 

Mr. Seuman. I am not an expert on cotton. 

Mr. Poacr. Do you think the price of corn would go down? 

Mr. Suuman. If you drop the support price and nothing else was 
done it probably would. 

Mr. Poace. And in wheat it would have that same effect ? 

Mr. Suuman. The price of corn I am not sure of because the price 
of corn is above the support price. 

I sold corn last week for about 12 or 13 cents above the support 
price. 

Mr. Poace. You think if the support price were dropped it would 
not affect the price of corn ? 

Mr. Suuman. Not today. 

Mr. Poacr. What do you think would happen to wheat ? 

Mr. Suuman. I presume it would result in lowering the price some- 
what if you did nothing but drop the support price and I am not ad- 
vocating that. 





* Simple average of monthly prices during calendar year. 
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Mr. Poace. I am not suggesting that you are. 

Mr. Suuman. In the case of wheat it would go down. 

Mr. Poace. That also would be true in the case of rice, and also in 
the case of peanuts. Is that right? 

Mr. Suuman. I am not familiar with the market situation on pea- 
nuts and rice. 

There are some varieties of wheat where I do not think this would 
occur. There are some kinds of wheat where the price might well 
go up. 

Mr. Poace. Market price would go up because you drop the support 
price? 

Mr. Suuman. Not because of it but as a result of getting back toa 
free play of the market. 

Mr. Poace. I realize there are other factors that can influence the 
market in any direction. 

Are you suggesting that if we dropped the support price on wheat it 
would probably raise the market price on certain kinds of wheat ? 

Mr. Suuman. On certain kinds it might; yes. 

Mr. Poace. What would be the general effect on wheat prices and on 
cotton prices if you dropped the support price ? 

Mr. Suuman. If that were all you did at the present time it prob- 
ably would result in a general downward trend. 

Mr. Poace. You will agree that as far as you can see if we adopted 
this policy of using 10 percent less than the average market price for 
the last 3 years as the support price that within 3 years’ time, in the 
absence of other factors, you would have a support price on cotton and 
wheat which would be below the world market price, would it not ? 

Mr. SuHuman. Cotton and wheat, 3 years—no, not necessarily. I 
will not agree to that assumption because I do not think you can assume 
all other factors would be eliminated. 

Mr. Poace. I don’t know that you can. T have asked you with the 
premise other factors would not change. Actually some would tend 
to bring up the price and some would tend to bring the price down. 

The only way we can see how your proposal would work is to con- 
sider it in a vacuum which you perhaps never have. 

In the absence of other factors it would reduce the support to some- 
thing below the market price, would it not ? 

Mr. Suuman. Yes. We are not advocating that you do it without 
doing some other things. 

Mr. Poace. You cannot, ofcourse. We all know that. 

You believe that even with these other things that you would get a 
support price something less than the world market price, do you not? 

Mr. SHuman. Even with the other things? I don’t think so. 

Mr. Poace. Don’t you want it to be below the world market price? 

Mr. Suuman. Not necessarily. 

Mr. Poace. If it does not drop below the world market price you 
have not attained the objective you described to Mr. Albert, have you? 
You suggested that you wanted the support price to be controlling and 
fix the price of the commodities. If the support price remains above 
the world market it will influence the world market, will it not? 

Mr. Suuman. It will influence it. 

Mr. Poacr. And you object to that, do you not? Did I not under- 
stand you to say that you felt that was undesirable ¢ 
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Mr. Suuman. It is undesirable in general, but we have not made 
this a major objection to the price support features. We just pointed 
out this is one of the reasons you get into trouble. 

Take wheat, for example. If the price support is adjusted to the 
place where the market fluctuates much of this wheat will move into 
feed in competition with other feed crops. 

Mr. Poace. At what figure will it move into feed under the present 
market ¢ 

Mr. Suuman. I think the folks who study feeds say it is about 20 
or 25 percent more than the price of corn. 

Mr. Poace. In other words, about $1.50? 

Mr. Suuman. About $1.40 per bushel, this could be higher than the 
world price on wheat. This is why you cannot give a straight yes or 
no answer to the question, because the price support might be above the 
world price level on wheat and still have free flow of it into other 
uses in this country. Certain kinds of wheat then would be competi- 
tive with Canadian, Australian, and other wheats at figures which 
would permit our level of prices to be quite a bit above the world price. 

Mr. Poacr. You do agree that it is your desire to see the support 
price eliminated as a factor in determining world prices? 

Mr. Suuman. Not as a factor. What I am saying is not con- 
tradictory. 

Mr. Poace. I thought you teld Mr. Albert you thought it was very 
undesirable to have support prices determining what the market price 
was going to be? 

Mr. Suuman. Right. 

Mr. Poacr. Then I have asked you the same question in reverse. 
If I put it this way perhaps we can agree. 

If it is undesirable from your viewpoint to have support prices 
influence world market prices, then you do not want a support price 
that is as high as the market price, do you! 

Mr. Suuman. The difference in what we are talking about is that 
you use the word “influence.” In any support price you influence 
market price to some extent. We are opposed to support prices which 
fix the market price. . 

Mr. Poacr. You just told me no support price fixes the market 
price. I have to agree you are correct. 

Let us get practical about this. I am trying to find out where you 
stand. You know what I think is the greatest problem that your 
organization has in getting along with us? 

Neither you nor anybody associated with the American Farm Bu- 
reau Asociation since Mr. Ed O’Neal, will ever come before this com- 
mittee and give a frank, straightforward answer. They always hedge. 
You are technically telling the truth, of course. I do not suggest 
anything to the contrary. Technically you are correct in saying that 
any support price will influence world price. You are technically 
correct in saying that no support price ever absolutely fixes world 
prices. You say both of those things. 

When I ask you a question in one direction you escape with one 
clause. , 

When I reverse the question you escape with the other reverse 
clause. Both of those clauses are technically correct, but as a practical 
matter we all know that the market price of cotton and wheat has 
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been very largely fixed by the support price for a number of years, 
has it not? 

Mr. Suuman. Very seriously affected. 

Let me comment right here, sir—if you can show me a single place 
in the testimony this mor ning where I have not answered questions 
directly and forthrightly, please do so. 

Mr. Poace. This is one right now. You are not answering me forth- 
rightly as to whether you want the support price to be lower than the 
market price. 

Mr. Suuman. I answered the question. 

Mr. Poacr. I am asking you whether you want support prices to be 
lower than the market. You do not answer me forthrightly. You do 
not actually answer meat all. Do you or do you not ? 

Mr. SHuman. Certainly I answered forthrightly. 

Mr. Poace. Which way do you want it ? 

Mr. Suuman. We want support prices to move gradually to the 
place where they will not fix prices. 

Mr. Poagce. You still have not answered me. I asked you the ques- 
tion of whether you want support prices to be oo the market or 
above the market. Which do you want ? 

Mr. Suuman. We want them to be at a place where they will not 
fix the price, Which means they are below most of the time. 

Mr. Poacre. You are moving toward a franker answer, but 
you still have avoided my question. You have deliberately sought to 
keep from saying that you want support prices at a level below the 
market price. 

Mr. SuHuman. Because we never have said that. You are trying to 
put words in my mouth. 

Mr. Poager. It is no trouble at all if you want to give a frank answer 
to say you do not want the - below the market price but you want them 
above the market price. I do not want to put words in your mouth. 
I do not care which way you answer the question. All I want is an 
answer I can understand and all I ask is this: Do you want them 
below or above the market price ? 

Mr. Suuman. The answer I gave you two or three times is that we 
want them at such a level that they will not continuously fix prices, 
which is most of the time below but it might be part of the time above. 

Mr. Poace. Most of the time below ? 

Mr. Suman. Sure. 

The Cuarrman. Off the record. 

(Discussion held off the record.) 

Mr. Poace. We are not in agreement but I think we are getting to 
the point where we understand each other. 

Mr. SHuman. I think we understand each other, and have for a 
longtime. We just disagree. 

Mr. Poace. Of course we disagree. I am frank enough to say I 

want asupport price higher than the world market. 

Mr. Suuman. Then we are frank enough to say we disagree. My 
previous answer as to the level of price supports still stands. 

Mr. Poace. Yes; but you still are not frank enough to say you want 
support prices lower than the world market. I know you do and we 
are all getting that understanding, but you will not come out and 
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say on the record you want a support price lower than the world 
market. 

Mr. Suuman. No. We do not want one lower. We want one that 
might be in some cases lower and in some cases it might be higher. 
That is a clear enough statement. 

Mr. Poace. No, it is not a clear enough statement for me to under- 
stand just where you stand. Maybe that is my fault. Surely, you do 
not speak in farmer language giving such a “yes” and “no” answer. 

You purport to represent farmers but the farmers I have dealt with 
speak forthrightly, frankly, and do not make those fine distinctions. 
You are not misrepresenting the fact. 

Please do not get me wrong. I am not charging you with coming 
here and misstating things. You do not do that. You tell us the 
truth, but it takes an Einstein to understand the technicalities with 
which you involve us. 

But for all practical purposes, we understand, I understand and I 
think you will at least agree that I do understand, your viewpoint 
when I say you are in favor of wiping out parity as a method of de- 
termining price supports and that you favor price supports at a figure 
lower than the world market. 

Mr. Suuman. Mr. Chairman, you do not understand and this state- 
ment proves it. I challenge and reject your statement that we hedge, 
that we do not give forthr ight sts itements, and I would be glad if you 
would write to me and cite me cases where we do not. 

Mr. Poace. I do not have to write to you. I am talking about this 
question right now. You are hedging about the question we are talk- 
ing about right now. You are not giving a forthright statement about 
the very question I am asking right now. 

Mr.Suuman. That isa matter of opinion. We disagree. 

The CuarrmaAn. The question was exactly what I asked you a while 
ago, and I did not get the answer I expected. When you advocate 
90 percent of the average price of the past 3 years, you are definitely 
advocating a repeal of the parity concept now in the law, is that not 
true? 

Mr. Suuman. The way in which it is used, yes; not the-~parity con- 
cept at all, because the parity concept in the law sets forth that it is the 
standard for measure and comparison. 

The Cuatrman. Then it becomes absolutely obsolete. 

Mr. Suuman. That was a straightforward answer, Mr. Chairman. 
I said we were opposed to destroying the parity concept. We were in 
favor of not using it as a means of fixing prices. What can be plainer 
than this? 

The Cuatrman. You would just keep it in the law but not use it ? 

Mr. Poacr. You would keep the word in the dictionary. You are not 
asking us to take the word out of the dictionary. 

Mr. Suman, Actually, in answering the chairman’s question, we 
favor the use of the parity standard as a means to determine whether 
or not agriculture is doing as well in this period as in a previous 
period, not to fix prices. 

Mr. Poace. But you are not in favor of trying to make agriculture 
do as well in one period as in a previous per iod by price supports. 

Mr. Suuman. We do not think it is possible to use price supports 
to make agriculture be as good as in a previous situation. 
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Mr. Poace. Why could you not have answered me directly and said 
that you were not ? 

Tue Cuatrman. I do not know whether he is or not. 

Mr. Poace. I asked if you were in favor of making an effort through 
price supports to maintain parity. You did not answer me. You gave 
me another statement, which I think indicates that you do not favor 
that course, but you never answered the question I asked. 

Mr. SHuman. I answered the question. Show me in which way 
I did not answer your question, Congressman. Explain it, please. I 
do not understand the question if I did not answer it. 

Mr. Poace. Mr. Shuman, I will gladly assume that you did not mis- 
understand the question. I asked you if it was not a fair statement for 
me to say that while you were willing to keep the word “parity,” you 
were not willing to use price supports as a means of trying to attain 
parity price or any percentage of total parity prices. I thought you 
could answer that “no” very frankly and very easily. 

Mr. SuHuman. I did. 

Mr. Poacer. I am in favor of it. I thought you were against it, 
but you do not say you are. 

Mr. Suuman. Oh, no, I beg your pardon. In the first place, this 
is not the way you asked the question, Congressman. Go back to the 
record if you want to check it. 

Mr. Poacr. I am sure it is not, but as far as I know, it gives the 
same sense I was asking you. You must have understood my question 
better than I did the first time, but you now ask me to ask it over. 

Mr. Suuman. If you want to read the record, you will find there 
were two parts to the question. 

Mr. Poage. All right, if you know what the question was, answer 
the question I or iginally asked. 

Mr. Suumay. I did. I say, “No,” 

Mr. Poace. I appreciate a direct answer. I was asking for informa- 
tion. I thought you would try to give me information. Now that you 
have at last answered “no,” I have the information I sought and I 
thank you. 

Mr. Suuman. I answered the question with one word, and the 
word was “No,” and the record will show that. 

Mr. Poace. I did not hear you answer it “No.” I am sorry. 

Mr. Suuman. I did. 

The Cuarrman. I still am confused about it. I may not understand 
you, but I ask again, Are you in favor of doing away with the concept 
of parity limited to price supports % ? 

Mr. Suuman. No; we are not in favor of doing away with the 
concept of parity. We are opposed to the continued use of parity 
to fix prices and to determine the level of price supports, but not in 
favor of doing away with the concept of parity; we want to protect 
this concept. 

The Cuatrman. What would you use parity for? 

Mr. Suuman. Asastandard; asa measure. 

The CuarrMan. It would be just a standard. What would be the 
purpose of keeping it in the law? 

Mr. Suuman. The real reason for its being there, to begin with, was 
as a standard. We have many standards. Weights and measures, 
index figures, and all these things are standards, and they are of value. 
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The Cuarrman. Are you willing to say to your membership and to 
Congress that you are in favor of retaining the parity concept in the 
basic law ? : 

Mr. SuuMAN. Sure; certainly. 

The CuarrMan. But you do not want to use it. 

Mr. SuumMan. Not to fix prices. 

The Cuarrman. What would you use it for? 

Mr. Suuman. I think I explained that once or twice before. Asa 
measure, as a standard to see—— 

The Cuatrman. Assome sort of barometer. 

Mr.Suuman. Yes, sir. 

The CuatrMan. You do not want it to be used to determine the level 
of price supports. 

Mr. Suuman. That is right. 

Mr. Bass. May I have a quick half-minute, because I cannot come 
back. 

Mr. Poace. I still have the floor. I will yield to you to ask a 
question. 

Mr. Bass. That is all I want to do. 

After your policy has been adopted at your annual convention next 
fall, will you Sore your counsel, who I know are able and competent, 
submit to the committee in legislative form your recommendations for 
corn, wheat, tobacco, rice, cotton, peanuts, and dairy for next year’s 
legislation ? 

Mr. Suuman. If that is the desire of the committee, we will. 

Mr. Bass. As a member of the committee, I would like it to be done. 
At least send mea copy of it. 

May I make a motion that it is the desire of the committee? 

The CHarman. No. 

Mr. Bass. Will you do it for a little old country boy from Ten- 
nessee ¢ 

Mr. Suuman. We will be glad to come and work with you. 

Mr. Bass. No; I want you to submit in legislative form your recom- 
mendations on corn, wheat, tobacco, rice, cotton, peanuts, and dairy. 

Mr. Suuman. We will submit the recommendations, 

Mr. Bass. In legislative form. 

Mr. Suuman. Again, we have to abide by the decision of the com- 
mittee. If the committee wants us to, yes. If they do not 

Mr. Bass. That is all. 

Mr. Larra. Will the gentleman yield for one question ? 

(Off the record. ) 

Mr. Larra. Mr. Shuman, you mentioned something in your answer 
to Mr. Poage’s question that I would like to have explained. You 
stated that if we discontinued or dropped price support on wheat, the 
price support of other commodities would go up. To which commodi- 
ties do you have reference ? 

Mr. Suuman. At the present time, the best information I have is 
that some of the best quality Soft Winter wheats are not in surplus 
supply, and it is very possible that there would be some increase in 
the price of Soft Winter wheat. In fact, some folks have proposed that 
it be taken from under the control program as long as you have a 
surplus of other kinds. That is one kind. 
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There is a possibility the price might go up on Durum wheat on the 
average. I do not know whether it would this year or not. I do 
not know the latest figures on Durum. 

Mr. Larra. That is all. 

Mr. Poacr. Why would we assume the price of any kind of wheat 
would go up simply as a result of taking away supports on other kinds 
of wheat ? 

Mr. Suuman. Of course, as you pointed out a while ago, Mr. Poage, 
it would not be simply as a result of that, but there are other questions 
which would have to be answered: What would you do with the sup- 
ply now on hand? If you dumped it on the market, of course, it would 
push the price down. 

Mr. Poace. Can you figure any circumstances where merely reduc- 
ing the support on other types of wheat would force the price up on 
a type of wheat which is in short supply? Will it not go up to the same 
level now under the present setup as it would go if you sold all other 
types of wheat even at $1 a bushel ? 

Mr. Suuman. Of course, it is impossible to say what would happen 
if you took one thing and did one thing, because that will not be the 
way that you can doit. 

Mr. Poacr. I know that. But the really practical import of Mr. 
Latta’s question was if you dropped support on wheat 

Mr. Suuman. And stopped the sale of the same kind of wheat back 
in the market, then the price could go up. 

Mr. Poace. “Stopped the sale of all wheat back in the market.” 
Certainly if you were to reduce the supply on the market, you will 
force the price of all wheat up, of course. You told me, too, in an- 
swer to my question, that to reduce the support price might have a 
tendency to force the price of certain types of wheat up, and I did not 
pursue it; but now that you have given this answer, I want you to 
follow through and let us see how that would be done. 

We have two types of wheat here. Let us suppose there are but two 
types of wheat, soft and hard, let us say, and we need more soft and 
not so much hard, so we drop the price on the hard. As I understand, 
you are telling us that that would cause the price of soft wheat to go up. 

Mr. Suuman. No; I did not intend to imply this kind of construc- 
tion of the answer. I intended to say that in case the price support 
level of wheat, which is now practically the same for all kinds, was 
dropped, then if you do or do not do certain other things, the price of 
Soft Red Winter or of Durum or some other kind of wheat might 
conceivably go up. 

Mr. Poace. You are telling us simply, as we can all agree, that the 
fact that you drop the support price on one type of wheat might not 
bring the market price down on another type of wheat. 

Mr. SHuman. That is right. 

Mr. Poaae. I do not think anybody in the world would question 
that. I think that is sotrue. But the implication of your answer to 
Mr. Latta I think was perfectly clear that if we dropped the support 
price on other types of wheat it would at least have a tendency to force 
the price of his type up. 

Mr. Suuman. There were no implications intended. I have been 
trying to give straightforward, forthright answers, and I am not deal- 
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ing in implication. No implication was intended. It was intended to 
be a straightforward, factual answer. 

Mr. Poace. You now change the factual answer, though, and say 
that it would not force the price of another type of wheat up. Is that 
correct ? 

Mr. Suuman. It depends upon what other things you do. 

Mr. Poace. Of course, other things can happen, but the mere lower- 
ing of the support price on one type of wheat cannot raise the market 
price on another, can it? 

Mr. Suuman. I did not intend to imply that it necessarily would. 

Mr. Poags. It could not do it, could it ? 

Mr. Suuman. I do not think it could, except that surpluses (cre- 
ated by price supports) of a wheat which is a substitute for another 
wheat can depress the price of both. 

Mr. Poage. All right. 

The Cuarrman. Mr. Shuman, we thank you for being with us this 
morning. We shall now adjourn until 3:30 this afternoon, and we 
hope you will come back with us for a while. 

(Whereupon, at 12:15 p.m., the committee adjourned, to reconvene 
at 3 :30 p.m., of the same day.) 


AFTERNOON SESSION 


The CuarrMaANn. The committee will please be in order. 

Mr. Shuman, we appreciate your coming back and being with us 
this afternoon to dispose of the interrogation which was in progress 
when we adjourned this morning. 

Mr. Poacr. Mr. Chairman, we have only a short time this after- 
noon, and I do not want to take too much of the time. 

I wonder if you would tell us how you would react if you lived in 
a one-crop country, such as you described to someone this morning 
when he asked to what crop the farmer would change if they had the 
opportunity to change. Most of our wheat, most of our rice, tobacco, 
and peanuts, are grown in areas in which there is no acceptable alter- 
native crop. Certainly it is true there is no acceptable alternative crop 
to cotton in many areas. 

If you lived in an area where cotton was the only crop which offered 
very much opportunity, if you had no control and cotton was selling, 
as it has been, at roughly $160 a bale, and the Secretary of jose, 
ture or Congress or some other agency could authoritatively prove that 
next year cotton would bring but $80 and you had been growing 10 
bales of cotton, what would you try to do the next year ? 

Mr. Suuman. In an area where there is no alternative, of course 
the producer there will continue to grow or even will attempt to ex- 
pand. But I think I would welcome a change in the program which 
would reduce the subsidized competition that I had pitted against me. 
Therefore, I would be for changing programs, getting away from 
price fixing and control programs, so those areas which have other 
alternative uses for their land would be encouraged to change, and I 
would expect that I would be able to continue in the business much 
longer. 

That is why we think it so important to have some wheat legislation 
which will let the traditional areas produce wheat and cotton and con- 
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tinue, and reduce the incentives to bring in other areas which have 
other alternative uses for their land. 

Mr. Poace. If you went out of wheat, what would you go into? 

Mr. Suuman. In the area where you have no alternative use, of 
course I agree with you and I agree with what you are getting to, that 
there are some parts of the wheat production area and some parts of 
the cotton production area where there are only a few alternatives 
and where they will continue to grow cotton and wheat, and of course 
they should be permitted to. In fact, they ought to be encouraged 
to grow cotton. They should not be cut down, as they have been, to 
let other areas come in. The wheat program is worse than the cotton 
program in that respect, in that with the 15-acre exemption we have 
seen a program which in effect encouraged thousands of producers to 
start growing wheat in areas where they have alternatives, and this 
then resulted in further cuts on those who have no alternatives. 

Mr. Poace. In the areas where there are no satisfactory alternatives, 
is it not true that in the absence of controls a lowering of the price 
increases rather than reduces production ¢ 

Mr. SHuman. Under some circumstances, yes; under some, no. I 
do not know that it would over the long run increase production be- 
cause there are so many other factors which go into the determination 
of the total level of production than land. Land is only one of the 
factors which contribute to determining what the level of production 
is. There is the matter of water, fertilizer, techniques of cultivation, 
varieties, chemicals, and a whole host of other factors which contribute. 
So, if you have a price incentive under a price-fixing program, you 
cannot possibly keep ahead—at least we have not demonstrated we 
could—of the increased use of these other factors which determine pro- 
duction by cutting down the acreage. 

Therefore, you cannot make the direct assumption. Even in an area 
where there is no alternative, if price support is lowered it does not 
necessarily mean that production will increase, because they may not 
use these other ways to increase production, which they will if the risk 
is removed. 

Mr. Poace. How far do you think a man could go in irrigating 
wheat, even at $2.13 a bushel ? 

Mr. Suuman. It depends on the cost of water, of course. I am not 
an expert on irrigation. I know, though, that if you put the price 
incentive high enough, you can increase production while you are cut- 
ting down acreage, and even with some crops you do not have to have 
any land if you make the price incentive high enough. 

Mr. Poacr. But if you are in an area far enough south to grow cot- 
ton, with the cost of growing cotton on irrigated and, you ‘certainly 
would not irrigate the land for wheat, would you? 

Mr. Suuman. I donot imagine I w ould. 

Mr. Poace. If you could make a choice of corn or wheat on ir rigated 
land, you certainly would not grow wheat, would you? 

Mr. Syuman. That would depend on exactly where you were as to 
the possibility of raising corn. 

Mr. Poace. When you get far enough north that you cannot grow 
corn, irrigation will not do you much good, either, will it? 

Mr. Suuman. We are using a lot of irrigation even in Illinois now. 
Mr. Poace. I am talking about when you get far enough north that 
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you cannot grow corn. You can grow wheat farther north than you 
can grow corn. You can raise wheat in Saskatchewan but you cannot 
raise corn there. You would not feel you had much prospect of profit- 
ably using irrigation up there, would you ? 

Mr. SuuMAN. Probably not, although I am not very familiar with 
their moisture supply situation. 

Mr. Poacr. All I am asking is, Is it not true that wheat, even at 
$2.13 a bushel, still will not pay enough under irrigation to move land 
out of cotton or corn and into wheat ? 

Mr. Suuman. In general that is probably true although I think 
there are exceptions to that. I think there are some places where it 
would. 

Mr. Poace. There are a great many a growing wheat on the 
plains of Texas now under irrigation, out I never saw one of them 
who, if he could grow cotton on that land, would not grow cotton in 
preference to wheat. Of course they have their allotment of cotton, 
so they grow what else they can grow, which is wheat. 

There are people in Colorado irrigating wheat. I doubt there are 
as many this year as there were a year or so ago, because they are 
finding they can irrigate corn where they did not. think they could 
do it a few years ago. ae are learning they can irrigate corn, and 
under irrigation they can make a great deal more irrigating corn 
than they can ieciaihine wheat. 

Mr. Suman. That is cert tainly normally true. 

Mr. Poacr. Then it seems to me that probably the whole difference 
among us here is just how far you believe on the one hand, and how 
far I believe on the other hand, that lower prices will reduce or in- 
crease the production of these commodities. At least in these areas 
where we do not have satisfactory alternatives, which constitute most 
of the areas where the basic crops are grown, in those areas it seems 
to me very clear that the ordinary man, when faced with lower prices 
and in the absence of production controls, will always increase his 
production with lower prices rather than ‘decrease it. You believe 
exactly the opposite. 

Mr. Suuman. I would not say exactly the opposite. I would say 
where there are alternatives and the price of a commodity declines 
relative to other commodities, the aoianien reduces his production of 
that commodity. 

Mr. Poace. That is very true. I accept that. But alternatives do 
not exist in a large part of the basic crop area, In the next place, as 
I see it, the fallacy of that belief is that there are not just one or two 
of our crops in trouble, but all or practically all of our crops are in 
trouble; and even though you may say that you can shift from wheat 
to corn you have not achieved anything, because corn is in surplus 
just as wheat. If you shift to oats you still have not achieved any- 
thing, because oats are in trouble. 

You achieve nothing by the shift because, although you save on the 
one crop, you create an additional surplus in the other which is not 
needed. We need an overall reduction, not simply a shift. What 
crops are in deficit in the United States? 

Mr. Suvman. While I do not think it would be fair to say they 
are in deficit, there are a number of crops of which we could use a 
great deal more. For instance, most of the red meat products con- 
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sumption has declined in recent years. We have even been importing 
considerable quantities of beef and lamb. We could increase our pro- 
duction and our consumption of red meat products. There are cer- 
tain kinds of fruits and vegetables which at least seasonally in a 
number of years have been in short supply, and probably there could 
be some increase there. 

To say that all crops are in trouble I do not think is accurate, or 
to say that there is none whose production we could not expand would 
not be accurate. There are some whose production could be expanded. 

Mr. Poace. Fruits and vegetables, but the acreage of fruits and 
vegetables—— 

{r. Suuman. Is not very great. 

Mr. Poace. Is not very great. It would not take up much of the 
land that you would have to take out of the crops which occupy the 
most of our land. So we do not get any relief there by saying + you 
need to take 13 million acres out of wheat you could put it in carrots, 
because you cannot use 13 million acres of carrots. We could use 
more lamb and we have imported lamb, but the lamb people in my 
country are all complaining that they are getting so little for their 
lamb that it hardly justifies their staying in the business and they 
would not stay in the business if it were not for the direct payments on 
wool. They stay in the business to get wool payments, and that makes 
their lamb something they can sell. 

Your country can grow sheep just as well as any part of the United 
States, but I have not observed any great movement from corn to 
sheep in yourcountry. Have you observed it ? 

Mr. Souman. No. However, as long as the incentive is so great on 
the production of corn and wheat and some of these other things, we 
will not see it, either, because they are still producing for Government 
storage, and it is a very profitable operation. They will not indulge 
in a change to higher risk crops. 

Mr. Poacaer. I think that leads us to another fundamental. You say 
they are still producing crops for storage and that the incentive is 
high on corn. Are we to understand that the American farmer can- 
not hope for anything better than $1.12 a bushel for corn, and of course 
other feed grains in proportion? Are we to understand that is as 
high as we can hope as the level of farm commodities? Because, as 
you point out, even at that level it is being produced for Government 
storage. 

Mr. Suuman. My answer would be “No”; that this is not as high as 
oem hope to see it in many cases, and maybe the average might 

igher. 

I ial convinced that if we did not have a price support program 
which fixed the price at $1.12 a bushel or some other figure, a a 
market price system we would average higher prices the next 5 years 
than we have in the last 5 years. I would say the same thing for wheat 
and any other commodity which has been price fixed, because I be- 
lieve that the very fact that the risk has been taken out of it for these 
producers has assured the surplus-producing capacity being used, 
which will not be used if some of these risks are reinstated. 

Mr. Poacg. I am not arguing with you about the risk. I think you 
have a good point on that. Certainly that does influence the operator, 
to some degree, but I do not think it is nearly so important as you 
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stress it to be, because my observation has been that the farmer is the 
one who plants the crops, and there are mighty few farmers who do 
not plant their crops, no matter what the risk is. 

I have lived in a high-risk area. I was reared on the 100th meridian 
where we have an average of about 20 inches of rainfall a year, and 
some years we did not get 8. We never made three good crops in suc- 
cession ; but if we made two good crops out of 5 years, we tried to get 
by on it. I know what high risks are, and I hate to take them. But 
I have seen those farmers go right ahead and plant, no matter what 
the risk was, because they te, if they did not plant they could not 
make anything. 

The Cuarrman. Did I understand you to say, Mr. Shuman, if we 
had no price support program on corn for the next 5 years, corn 
planted in the next 5 years would receive a higher price than the 
corn planted the past 5 years? 

Mr. Suuman. I am convinced of this if we keep the surplus that is 
on hand from being sold back in competition with us; yes. This is 
an area we could argue. 

The CuarrmMan. Would the same thing hold true as far as wheat 
is concerned, too ? 

Mr. Suuman. I think it would for the middle quality wheat. I 
shall not make the same statement for the feed quality wheat, because 
it has been pushed up to a level where it should not have been. 

The Cuarrman. Cotton ? 

Mr. Suuman. I believe so. 

The CuarrmMan. To sum up that statement with reference to your 
position, do you believe that if we had no surplus on hand at the 
moment, we would need no price support program or farm program 
of any kind? 

Mr. SHuman. That is right. I do not think the price support pro- 
gram would be effective at all. I think we onal have good farm 
rices, 

The Cuarrman. You would say then that the whole price support 
program is unnecessary ? 

Mr. SHuman. In general, yes. > 

The CHarrman. For 20 years we have operated the program, and 
at the end of the 20 years we have a problem. During the 20 years 
we maintained the stability of farm income, and in the last 11 years 
prior to 1953 we maintained commodity prices generally at or above 
100 percent of parity. 

Mr. SHuman. That was in large measure, Mr. Chairman, due to 
World War II and the Korean conflict. 

The CHarrMAn. We were not in war 20 years. 

Mr. Suuman. Let us divide the period. Starting in 1933, whenever 
it was, we started out with a relatively small level of surplus on hand; 
low prices, yes, but farm products had been moving. Under the pro- 
gram of the thirties the surpluses were accumulating, and I think 
many members of the committee will remember as well as I that in 
1937-38 there was a lot of discussion as to whether or not the tre- 
mendous buildup of surplus would destroy the whole program. 

The Cuarrman. May I interrupt you to point out whiner The sur- 
plus we have now has accumulated in the last 6 years. 

Mr. Suuman. It has accumulated since the war; yes. 
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The Cuarrman. Since 1953. 

Mr. SuHuman. This confirms my point that the only areas of suc- 
cess for these programs has been periods when there was a war or 
buildup for a war. The rest of the time, before the war and since the 
war, these 12 or 15 years we have been accumulating surpluses under 
these programs. Only during war periods were these programs 
successful. 

The Cuairman. Do you know how much we had invested in com- 
modities in January 1953% It was less than $2.5 billion. 

Mr. Suuman. The Korean war, of course, was a factor which alters 
this picture. 

The Cuarrman. In 1952 the cotton farmers were urged to produce. 
In 1953 when we had a cessation of hostilities in Korea the crop was 
planted and we had to harvest it. In 1954 we imposed quotas. 

Mr. Suuman. If we had removed the farm program price incentives 
at, the end of the Korean war, in my judgment we would not have had 
this accumulation and we would not have had the difficult times that 
farmers who produce these price-supported commodities have had, 
There is no question about it. 

The Cuairman. We had a cotton program which we had operated 
for 20 years. We had a crop of $206 million in January 1953. Look 
at what has happened since then. 

Mr. SHuman. My only point, Mr. Chairman, is that this situation in 
1953 was the result of the World War II and Korean absorption of 
supplies which were on hand and the demands, which were far be- 
yond what we could expect in the period since; and if we had at that 
time discontinued the price incentive, we probably would have had 
just as good or better prices since then and not had a surplus. 

The Cuarmrman. You think, then, after we had urged the farmers 
of the country to produce food for freedom, and they produced at the 
request of the Government, that the minute there was cessation of 
hostilities we should have withdrawn the support program and 
dropped them ? 

Mr. SHuman. No. We urged they be given 2 years to adjust, 
and go on a peacetime price support program. 

The Cuatrman. Congress gave them 2 years. 

Mr. Suuman. Yes. Then the Congress extended the wartime pro- 
gram year by year and we now have the results in the form of 
surpluses. 

The Cuarrman. To the extent of my recollection, we extended it for 
2 years after the end of the emergency. 

Mr. Suuman. Most of the price support features were prolonged. 

No, I am firmly convinced we would be in better shape, with 2 years’ 
grace to get adjusted, if we had made the adjustment then. Of course, 
this is something no one can prove. We could just argue on it. 

Mr. Asernetuy. I do not think Mr. Shuman’s statement is ac- 
curate when he says it was extended year after year. The program 
which you were then advocating went into effect in 1955. 

Mr. Suuman. Let me be more specific and say that while the legis- 
lation was not extended intact, the essential price-fixing handicaps 
were continued. The flexibility provisions had limits on them which, 
for all practical purposes, destroyed the flexibility feature. So price 
fixing has continued. 
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Mr. Asernetuy. No one advocated the elimination of them, which 
is exactly what the administration was requesting and what they 


ot. 

Mr. Suuman. We advocated a far different type of flexible price 
support than passed by the Congress, one which had far greater flexi- 
bility, Congressman. We were very much disappointed in the limita- 
tions which were placed on us. 

The Cuarrman. If this program has been so bad, so sinful, so un- 
holy, and so evil, why did not Mr. Benson or why have you not 
advocated the outright repeal of some part of it? I asked you this 
morning if you advocated the repeal of any laws enacted in the last 
90 years and you have not named one yet. 

Mr. Suuman. We do not think it is sinful or anything of the kind. 

The Cuatrrman. Do you not think it sinful if we are wasting the 
money of the taxpayers of America in building up tremendous sur- 
pluses of commodities which we cannot sell and cannot give away? We 
did not do that intentionally, you know. 

Mr. Suman. No; nobody intended it. 

The Cuatrman. If these laws are bad, somebody ought to be forth- 
right enough to say which ones are bad and should be repealed. 

Mr. Suuman. Mr. Chairman, we have been trying to say these laws 
are bad and that they ought to be amended, not repealed, because we 
do not feel that they should be repealed. 

The Cuatrman. You have been saying that they are bad. Mr. 
Benson has been saying it is a mess. The newspapers are calling it 
crazyquilt. What part of the quilt do they want repealed? Nota wit- 
ness in that chair in 6 years has advocated the repeal of a single one 
of these laws you are fussing about. 

Mr. SuHuman. We are not now advocating repeal. We have advo- 
cated very substantial amendments. 

The CuHarrman. Amendments to what? Only modification of the 
price support program. That is all you are advocating now. That 
is all Mr. Benson has advocated. He has not a single bill here now 
which a Republican Member of Congress is willing to put his name on. 

Mr. Tracur. Mr. Chairman, I have been perfectly willing to put my 
name on it. 

The Cuarrman. You have not put it on. Every bill I have taken 
to the floor I say, “Here is a bill with nobody’s name on it. Will some- 
body come and sign it?” Nobody would come and sign it. He hasn’t 
a bill up here now. We are just having a hearing on long-range legis- 
lation. You know nobody will approve your idea. One member out of 
34 says he would. I take it he would put his name on it. 

Mr. Tracur. Yes, I would. 

The Cuamrman. He comes from the Far West where they have big 
operators and all that. We understand his situation. 

Mr. Teague. Anda lot of very small operators. 

The Cuamman. You will not put your stamp of approval on the 
program advocated by the National Grange, will you ? 

Mr. Suuman. On some of their proposals, yes. If you mean the 
multiple-price plan, no. 

‘i The Cuatrman. You will not approve the program of the Farmers 
inion, 


Mr. Suuman. It depends on what part you are speaking of. 
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The Cuatrman. They will not approve yours. When Mr. Hoeven 
asked you if you were willing to meet with the other farm leaders to 
see if you could find an area of agreement on which you could a 
I thought you said to him you were so far apart you did not think 
much could be accomplished by a conference. 

Mr. Suuman. I said we were willing to meet and confer, but that 
I did not think you could resolve the philosophical differences. 

The CuarrmMan. Why do we want to be so philosophical? Let’s be 
realistic. 

Mr. SHuman. We would be glad to be realistic. We will meet with 
the other organizations and we will vote and abide by the consequences 
of the vote, provided we vote on the basis of the number of farm family 
members we have in the three general organizations. 

(Off the record.) 

The Cuarrman. Mr. Patton said he would be glad to meet with 
the farm leaders and producers, and Mr. Newsom also said he would. 
That is what I have been trying to promote for a number of years. 
The President of the United States will invite all of you to the White 
House. He has not invited you up there yet, has he 

Mr. Suuman. We have been invited on occasion. We meet three 
times a year with the other general farm organizations and the 
National Council of Farmer Cooperatives. 

The CuHarrMan. You ought to meet three times a week and get this 
thing settled. 

Mr. Suuman. If we met three times a day I do not think we would 
get it settled. 

The CuarrMan. We are just beating our heads against a wall with 
farm organizations split up as you know you are split up. If the 
farm leaders cannot get together on a farm program, how do you 
expect Congress to get together on it ? 

Mr. SuHuman. We do not expect that the Congress will ever 100 
percent agree any more than farmers do. 

The CHatrMan. We have had many bills go out of this committee 
passed on the Unanimous Consent Calendar without a word of argu- 
ment. We could do that now if we could get all the farm organiza- 
tions together. We did the best we could on a wheat bill, and it went 
up the hill and down again. The tobacco bill was vetoed. From 1949 
to 1959, somebody representing your organization has been here oppos- 
ing every measure of major importance we have had before this com- 
mittee. You cannot name me one thing of great importance that you 
have not opposed. 

You have not come here advocating something. You have not said, 
“This is what we want in the way of general farm legislation.” You 
make one proposition, and that is a drastic modification of the price 
support program. That is what you admit you want. You go out 
and talk about the administration's farm program, but they have no 
farm program. If they have, I cannot find it. If you have one, I 
do not know what it is. 

Mr. Suman. Mr. Chairman, if you were addressing your remarks 
to farm price control legislation, there have not been very many 
pieces of legislation but that we opposed what the committee proposed 
in recent years. However, there are many others, for instance Public 





_s 





— ee elC(i<‘ir 


GENERAL FARM LEGISLATION 179 


Law 480, which we supported and, as I understand, this committee 
did, too. And there are several other pieces of which that is true. 

(Off the record. ) 

The Cuarrman. It seems to me the whole farm program has been 
brought into disrepute by criticism, innuendo, and half-information 
about the program. It seems to me as a farm leader you would wel- 
come an opportunity to confer with other farm leaders in an effort to 
compose your differences and present a united front in this committee 
room. 

Mr. Suuman. Mr. Chairman, I thought I did. We have conferred 
with them. 

The Cuatrman. [f all three of the organizations came together and 
each one of you sat at the table and said, “I am not going to give up 
my program at all, I am not going to compromise my views, I am 
not going to compose differences,” you are right, nothing will be 
accomplished. ’ 

But you know we have a gigantic surplus program. How are we 
to deal with it? That is what we must consider. If we cannot agree 
on a long-range program, we ought to be able to agree on the one 
proposition of disposing of the surplus and doing it as quickly as we 
possibly can. 

Mr. Suuman. I think there are many areas where we have been 
able to agree in agriculture with all three general farm organizations. 
I know there are many where we agree. Public Law 480 is one of 
them. 

But when you get into this area of the role of price supports, then 
you get into a question of whether or not you believe that the supports 
should or could be the price of the commodity. This is a fundamental 
difference. 

If you accept the idea, as I think members of this committee do, 
that price supports should be the price, then it is impossible for us 
to get together, because we are not satisfied to go ahead in the future 
with that as the price for our products. 

The Cuarrman. What is the price support? Fifty percent of sup- 
port does not mean anything. . 

Mr. Suuman. This is the central key to our whole presentation. 

The Cuatrman. If you are going to go to 50 percent, why do you 
not pull it out entirely? 

Mr. SuuMAN. Because we do not accept the premise that the price 
support should be the price. We are not satisfied to continue to have 
price support fixing the price. 

The Gnieneiar Why should Congress support the corn producer 
at 50 percent of parity? With no limitation on it at all, why on earth 
should we support him? It is an incentive to increase production. 
If you are going to take away the incentive, let us take it all away. 

Mr. Suuman. We did not recommend the 66 percent. 

The Cuairman. I know you did not, but you are not doing anything 
to repeal it. 

Mr. Poacr. I have one or two more questions here. 

I recognize the fundamental difference between you and me. I 
recognize the tremendous difference. Neither one of us will be able 
to help this country at all unless we can somehow or other get our 
thinking together. 
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I am willing to compromise. I am willing to leave it to somebod 
to make the decision between us. I am willing to submit this proposi- 
tion to the farmers themselves and let them vote on the one hand 
for high supports and rigid controls; on the other hand for no sup- 
ports and no controls. 

Are you folks willing to do that ? 

Mr. Suuman. We supported amendments to the wheat legislation 
which was designed to do this. 

Mr. Poacr. But you absolutely killed it on the feed grain legislation 
last year. We had a proposition worked out there. Mr. Hoeven is 
not here now but he had a lot to do with working it out along with all 
of us. We had it all worked out to let the farmers make the decision, 
The Farm Bureau absolutely killed the possibility last year of submit- 
ting these choices to farmers. 

How do you feel now about letting farmers make a choice ? 

Mr. SHuman. We submitted a choice on corn. 

Mr. Poacr. No, you didn’t. There was no choice. It was a choice 
of whether I could get more acres and a higher support on the one 
hand or less acres and a lower support on the other. That was the 
choice. Every farmer knew he could grow more corn and get higher 
supports by taking the new program. 

Mr. Suuman. Quite a few advocated taking the other choice, and 
some did. 

Mr. Poace. I do not remember there were quite a few who advocated 
it. Idon’t remember anybody who did. 

Mr.Suuman. There was quite a campaign on. 

Mr. Poace. Would you be willing to take a really clear-cut choice 
and let farmers make the choice? You write the wording. We tried 
to get it on the feed grain bill and you wouldn’t write it. 

We are told we would put your proposal in the bill as one choice 
but you wouldn’t write it. You didn’t write it. We asked you to 
bring it to us. 

We said we would submit exactly what you wanted as one choice but 
you would not write it out. 

I am willing to go to bat and have on the ballot what you want on 
the one hand and what we want on the other, and if the farmers vote 
with you I am willing to join you and go along with you. I ask you 
to do the same thing. 

Is that not about the only way we will get this settled ? 

Mr. Suuman. I do not think, Mr. Poage, this would settle anything. 

Mr. Poacr. If you take the Russian viewpoint, we are right and no- 
body else can be right, we cannot settle anything. 

T am not willing to say I am the only one who can be right. I am 
willing to say you can be. 

I am willing to let the farmers decide if you will join us in submit- 
ting to the decision of farmers themselves. 

Mr. Tracur. It seems to me you have a basic matter of principle 
here, and expecting the Farm Bureau and Farmers Union to get to- 
gether on price supports is like expecting “Took” Gathings and Adam 
Clayton Powell to get together on civil rights. 

Mr. Suuman. I would like to make this point on this matter of 
farmers making a choice. Sure, you can submit things as we did in 
the corn bill, or as was proposed in the Belcher amendment on wheat, 
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and farmers will decide on the basis of which will be the best for me. 

Mr. Poace. That is right. 

Mr. Suuman. But this does not assure, whether they vote for the 
one we would propose or the one you would propose, that this would 
solve the problem. It might make it worse. 

Mr. Poace. The corn problem was not solved. 

Mr. Suuman. This is a good example. The solution of the problem 
is getting away from price incentives. It doesn’t matter what I as 
an individual want. 

The CHarrMan. We have an important rollcall and a motion to 
recommit the bills. 

(A short recess was taken.) 

The CuarrmMan. Mr. McIntire has some questions, Mr. Shuman. 

Mr. McIntire. I would like to make an observation, and I would 
like to say first that you have made a substantial contribution to the 
record of the hearings which this committee has initiated. 

Mr. Suuman. Thank you. 

Mr. McIntire. I would like to get away from this controversy as 
to level of price supports on basic commodities and turn to another 
area you touched upon in your statement. In your statement you dealt 
with the approach which is used by some commodities in some market 
agreements and orders. Would you venture an opinion as to the 
possibilities within this approach as far as some other commodities 
are concerned ¢ 

Outside of the title I and title II and title III commodities, particu- 
larly in title III, wherein the Secretary has discretionary power to set 
forth a price support program, and I am thinking particularly of some 
of the grains, such as soybeans, there are other commodities which 
have economic problems, production problems, and price problems. 
Some of those already have turned to the use of marketing agreements, 
some under State authority, some under Federal legislation for those 
arrangements. Some of those marketing orders, with commodities 
where there is very limited production in the areas, are using volume 
control orders, that is, volume at least to the extent to which the com- 
modity is offered in the market. 

The dairy orders are price orders set up for territories that have 
certain basic market characteristics. 

Then in fruits and vegetables the orders are not substantially great 
in size and they are in no sense price or in no sense volume control 
orders. 

The Subcommittee on Poultry, of which I happen to be a member, 
has been holding some hearings in relation to the present very serious 
situation in the poultry industry. 

We have had many suggestions made to us that this industry, the 
poultry industry, needs some tool of bargaining power in the market- 
place. 

Some would even go so far as to recommend production controls, 
but they all seem to approach this vehicle of control by way of the 
concept of a marketing agreement. 

How far do you think we can go in the direction, not necessarily 
by amending existing marketing agreement legislation but by using 
somewhat the ideas that are set forth legislatively in present law, of 
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setting up some instruments of bargaining power for other commodity: 
groups ? 

Mr. Scuuman. Tostart with, it is recognized that the use of market- 
ing agreements and orders in some cases with certain commodities 
have at least for a period of time we have had experience, contributed 
to more orderly marketing and stability in the market and have been of 
value. 

Also, we would say to start with that we would favor exploring the 
possibility of using them in further areas in agriculture. Perha 
there are some other commodities where agreements or orders can 
used, particularly in this area of quality control. 

Our concern, wherein we say, as we have a number of times, that 
we are not for a wholesale application or the use of marketing agree- 
ments or orders approach to a large number of commodities, is because 
we are seeing the be innings of what we think will be very serious 

roblems in the use of them where we are now using them, where they 
ave been used to establish price. 

As long as the transportation—in the case of milk, for instance— 
and other barriers existed to make it possible, the market orders have 
been fairly effective. 

However, as new things come in, we can see some of these devices 
will break down just about as fast as have some of the other price 
fixing devices. 

This is a rather general answer to a question which I think has to 
have a general answer, and that is this—yes, there are areas where we 
think more use can be made of certain kinds of agreements and orders, 
particularly the kind dealing with quality improvement. We doubt 
if a general application of marketing orders, particularly the kind 
which attempts to establish price, would be helpful, and it might be 
an experience which would hurt. 

I think we almost have to take each situation and examine it and 
have studies made by people competent in the marketing field to try 
to determine what the effect will be. 

Mr. McIntire. I think perhaps it would be a fair observation that 
you in speaking for your organization, do not feel that the vehicle of 
production control and fixed level of support which have been funda- 
mental in attempting price stability in basic commodities is proving 
workable and sound. 

If you have concern, as you have expressed it, in moving toward 
the use of the concept of the marketing order as a vehicle to attain 
some bargaining power and price stability, how do you suggest that 
growers can attain this bargaining power which I think they need so 
very badly in this situation ? 

Mr. SHumAN. We are beginning to develop some plans for one 
group of commodities which we think might be applicable to others, 
especially those commodities where contracts are beginning to be used. 
This is to develop a bargaining association approach where the State or 
local bargaining groups can be federated into a national group and 
to bargain with the processers of the commodities. 

I think the reason I mention contracts is that before you can do well 
with this kind of bargaining you need to have a contract which is the 
tool to use. 
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The one we propose and which we are working on, the one we pro- 
pose to investigate first and experiment with first is with canning 
crops. There has been a long period of experience in the use of con- 
tracts with canning crops and we think there is room for some very 
effective bargaining activities. 

This might mean, in time, that we will find, after we have experi- 
mented and explored the possibility of bargaining, that we may find 
a place where we will want to use the market agreement or order 
approach. It might mean we may need to ask for further legislation 
to define the areas in which a bargaining association can deal, and the 
limits within which it can operate in dealing with processors on price 
and other problems. 

Mr. McIntire. Would it follow from your observation that you 
would be in support of the legislation which has been introduced and 
which would permit cooperatives the privilege of bargaining for 
price ? " ‘ 

Mr. SHuMaAN. Yes, we are in support of the principles of the legis- 
lation providing authority for group bargaining by dairy bargaining 
cooperatives, if you are thinking of the same thing. 

Mr. McIntire. I expect I am. 

Mr. Suuman. I think it is the same and the only one I know of. 

Mr. McIntire. There has been substantial experience on the part of 
bargaining groups of farmers in the processed vegetable field, has 
there not? 

Mr. Suuman. Yes, we have several State and regional bargaining 
associations. That is why we think this is an area where we might 
be successful in organizing a national bargaining association. 

Mr. McIntire. Would you expect that this might be applicable to 
the poultry industry inasmuch as it seems to be developing a larger 
and larger proportion of its production under some phase of contract ? 

Mr. SHumaNn. We think there definitely is a possibility. 

However, the use of contracts and integration here is in such a state 
of flux that I do not want to be too optimistic as to the speed with 
which we might be able to get into operation here. There must be a 
lot of changes yet taking place in the poultry production picture. 

It would seem to me that the best chance of success of any activities 
in bargaining would be in commodities where there has been more 
experience, such as use of contracts and canned crops. 

he answer is “Yes.” Ithink it will come. 

Mr. McIntire. Thank you, Mr. Chairman. 

The Carman. Are there any further questions? 

Mr. Snort. Yes; Mr. Chairman. I have a few very brief ques- 
tions. Mr. Shuman, I would like to ask this: Is one of the possibilities 
or one of the avenues open to American agriculture in order to arrive 
at a greater degree of full production and a market or a demand which 
will absorb nearer, too, our total production rather than building up 
any surplus, in the field of livestock production ? 

Is it a fair statement that one avenue of approach to take is an 
expansion of our livestock economy? It seems to me—and perhaps I 
am wrong, and I would like to hear you comment on it—that one of 
the places where we can expand our national consumption of agri- 
cultural products is in the field of livestock production. 














184 GENERAL FARM LEGISLATION 

If we could produce more beef at a little bit lower price, we could 
very materially expand the consumption of it with our present pur- 
chasing power. 

Would you care to make a few comments on it? 

Mr. Suuman. Yes; I will be glad to. I think the answer to the 
overall question is definitely “yes,” that with the highest standard 
of living in the world in this country that we brag about, we still 
are No. 5 in the per-capita consumption of red meat and livestock 
products in general. There is no question but we could and the health 
of our people would be improved if we expanded the use and increased 
the use of livestock products. The fact that we are importing quite 
a substantial quantity of beef and mutton is an indication that we 
are now using more than we are producing. We could increase the 
consumption and we could produce enough more to take up most of 
the slack which is now being filled by imports. There is very definitely 
one of the most hopeful things on the horizon. 

Mr. Suorr. It always seemed to me to be so, and of course people 
will always point out “Well, if you expand livestock production too 
much, you will have another price decline as we have had many times 
before,” but we always recovered rather quickly out of that decline 
position. It has always seemed to me that the livestock prices at the 
present time are the best indication that we have as a classic example 
of an agricultural product that has been able to maintain a little bit 
better price position than some of the other commodities in spite of the 
fact that livestock have no price support program, 

However, people will tell you that if we had not had some of the 
price support programs that have been to some degree overall sup- 
port of the livestock program, that livestock would not have been in 
quite so good a position, but the fact remains that livestock and cattle 
particularly are in a better price position today than almost any other 
agricultural commodity and they have never had any price support 
program. 

Just one other question. I do not want to take up too much time. 
I know the time is getting late. 

A lot of people advocate that one of the solutions to our surplus 
problem, particularly with reference to some of the grains, is to expand 
our disposal of grain crops abroad. As I look at the potential in that 
direction, it seems to me that I get a little bit pessimistic. Almost 
every country that we are exporting grain to presently—not all, but 
almost all of them—if they improve their economic position, one of 
the places where they are going to have to improve it is in an improved 
agricultural economy in that country which is going to enable them 
to produce more of the things they are presently buying from us. 

Is not the outlook for an expanded market for wheat, for instance, 
just a little bit pessimistic as far as the world market is concerned, 
or am I wrong? 

Mr. Suuman. No; you are essentially right, although I would not 
say that there is not opportunity for some expansion in countries 
abroad in grain and field crop production because so far with our 
Rotterdam Foreign Trade Office that the American Farm Bureau es- 
tablished there in Rotterdam, we are finding opportunities for in- 
creased sales of certain products, especially in certain areas. There 
is a tremendous interest in, for instance, rice in many European coun- 
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tries. There is an interest in soy beans. This will fluctuate somewhat 
depending upon competition of other oils, but there is pretty good 
evidence that there is a possibility of expanding feed grain and meat 
sales to Europe. So, in general, you are right, that as their agricul- 
ture develops they would take less of our bread grains and things 
of that kind, but as their capacity to produce expands and they get 
into a better economy, they will also use more of some things. They 
will use more cotton, for instance; they will probably use more tobacco 
and they will use more of many of our products if we have the good 
judgment to get into the position to be able to compete for the market. 
That is the big question. 

Mr. Snort. If it raised their standard of living and this takes place 
along with this reer in our agricultural economy, they are 
going to use more of a lot of other products ? 

Mr. SuumMan. They will use more milk, and more poultry and more 
meat products, and some of these they will produce themselves. Others 
they will import. In any case, there is a wonderful opportunity, we 
believe, to expand our export sales abroad, provided we are willing 
to compete. 

Mr. Suorr. That is all, Mr. Chairman. 

The Cuarrman. I believe Mr. Gathings has a statement which he 
would like to make at this time. 

Mr. Garuines. Mr. Chairman, I just want to say even at this late 
hour of the day that I wish to commend Mr. Shuman and his organiza- 
tion for its splendid cooperation with our Subcommittee on Man- 
power. We have been studying the extensions of the law throughout 
a number of years to provide for Mexican labor on the farms of 
America. You have done a very fine job. Your Washington office 


has helped us greatly in connection with the extension of that law 
every time. 


Mr. Suuman. Thank you. 

Mr. Gatuines. I want to say also, Mr. Shuman, that my people in 
Arkansas stand behind you wholeheartedly in your fight against the 
Secretary of Labor’s attempt to inaugurate three separate and distinct 
regulations having to do with transportation, housing, and setting 
wage rates on the farms of America. The work that your organiza- 
tion has done in that respect has been most gratifying to me and I 
wish to commend you for it. 

Mr. Suuman. Thank you. 

On our part, I certainly want the members of the committee to 
know that we appreciate the fact that this is one of the most difficult 
issues to be objective on, and to look for facts and to stand up and stand 
for the right program on anything that comes before this committee, 
or anything that we know about, because it is subject to so much mis- 
information and so much propaganda. 

Mr. Gaturnes. Yes, sir. 

Mr. Suuman. That is true in this entire area of the use of migrant 
labor. The progress that has been made in improving the conditions 
under which these people work and their wage rates and all has been 
remarkable. I do not think anyone could conceive that there would 
have been any better progress made if the Department of Labor were 
in complete charge. Vet we have been subjected to all kinds of nasty 
insinuations, as to our motives in opposing further Federal regulation. 
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What we want is for the States to continue to improve the way in 
which they handle it, and they are, and this is an area where the States 
can do it much better than the Federal Government. So I thank you 
very much. 

Mr. Garuines. Thank you, sir. 

The Cuatrman. Mrs. May, do you have any questions? 

Mrs. May. Mr. Shuman, I would like to begin asking my questions 
by personally commending you on what I consider to be as clear-cut 
and meticulous a statement on a basic philosophy of American agri- 
culture as has been presented to us in this committee at this session. 

Mr. Suuman. Thank you. 

Mrs. May. My question has to do with the farm groups and farm 
representatives which have been suggesting an agricultural research 
program which gives far greater emphasis than the present program 
to research, utilization of surplus foods, and fibers, in the hope that 
this research might provide a long-range solution to our farm surplus 
‘ans ng I think that this idea has probably found very general favor 
yecause it is an answer that would at the same time not discourage our 
American farmer in his ability and desire to produce and increase 
his productivity. My question is this: 

What is the position of the Farm Bureau on this suggestion? Have 
you made any recent recommendations in this field ? 

Mr. SHuman. Yes; we have a position. What is the status, Mr. 
Lynn, of our recommendation on this? Has it been presented to the 
committee ? 

Mr. Lynn. Yes, sir. We have worked together with the other farm 
organizations and the major national commodity groups in developing 
what is known as the Abernethy bill which is now pending before this 
committee, and which, Mrs. May, we think goes a long way toward 
promoting a research program on which I think you can agree. 

Mr. Suuman. I might add to this that while we did not look upon 
new use research as a panacea for the short-run period, we do agree 
with your statement that in the long run this could be a very valuable 
way in which we could help expand markets for farm products. 

Mrs. May. May I ask just one additional short question about the 
bill? I hope you intend to keep supporting it. I understand it is 
pending, but is in trouble. 

Mr. Suuman. Yes. 

Mr. Lynn. We know about the trouble, too; yes. 

Mr. Suuman. We are very strong for it, and shall do all we can to 
help move it forward. 

Mrs. May. That isall, Mr. Chairman. 

The Cuatrrman. Mr. Pirnie, do you have any questions ? 

Mr. Pirnie. Mr. Shuman, I too would like to add words of appre- 
ciation for this very comprehensive presentation and your very 
patient manner in dealing with some of the complicated problems. 
My particular interest has to do with your statement respecting to the 
dairy program. You recall the statement that the current program 
is nrodncing some results not in the best long-term interest of the 
dairy industry. 

To what do you particularly refer ? 

Mr. Suuman. Well, there are two or three things: One of them is 
that under the current program we are still having accumulations 
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which are not too bad, but there is still a considerable accumulation 
of dairy skim milk which is an indication that to this extent the pro- 
ducts are not falling into consumption and that the market pricing 
mechanism is not functioning. Now the area of our greatest concern, 
though, is not related to the price support features. It is related to 
the fact that under the system of market orders we are seeing more 
and more battles developing between markets and between groups of 
producers. It is not really a satisfactory situation when the producers 
of a great dairy area like Wisconsin and Minnesota have as wide a 
difference as is between their price and the price which is received, say, 
in some other market, and where there is constant pressure for them 
to find ways to get into that market. We do not have a proposal to 
correct the situation. We just recognize that here are problems which 
are getting worse, and which are going to demand some attention, and 
I think this is one that the committee should be studying in order to 
find out what there is that needs to be done. 

Mr. Pirnie. Do you not have any specific way with which you 
would deal with the raising of the standards of quality to which you 
referred ¢ 

Mr. SuuMan. Yes; what we probably are going to find—and we 
are sending out a fact sheet with material to all our State farm 
bureaus asking them to distribute it to the counties in which this 
situation exists—is that this dairy situation involves the area of 
trouble in the market orders and that sort of thing; we are also 
suggesting that they give consideration to the 3-year market price— 
a certain percentage of that—as a method of price support which 
will give it some degree of variation and flexibility; that they also 
consider whether or not the quality or type of agreements or orders 
should be considered—the very thing you are talking about here— 
and more emphasis on quality production rather than on trying to 
control the volume. 

Mr. Pirnte. Then, you are for stating it as an objective ? 

Mr. Suuman. Yes, sir. 

Mr. Pirniz. Without any particular suggestion ? 

Mr. Suuman. That is right. - 

Mr. Pirnie. That is, without any particular suggestion as to how 
it could be achieved ? 

Mr. Suuman. Yes, sir. We do not have a specific program to offer 
at this time. 

Mr. Pirnie. What is your opinion on the storage program—the 
grain storage program ¢ 

Mr. SouMan. You mean in general ? 

Mr. Pirniz. Yes. 

Mr. Suuman. I think that the Commodity Credit Corporation’s 
operation of the storage of surpluses is as good, perhaps, as could be 
expected with the tremendous volume of stuff that is involved. I 
am not going to say that the rates fixed for storage in commercial 
storage are too high or too low. I do not know. I do know that 
the needs are causing a tremendous expansion in storage facilities 
and that once these folks build storage facilities then they have a 
continuing interest in seeing that they are filled. This is one of the 
real problems that we have with some of the private operators as 
well as some of the cooperatives. After they get a few million bush- 
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els of storage, then they want to see the Government continue the 
same kind of program because it assures that these storage facilities 
will be filled the year around, and this may account for the reason 
that there are some interests which are willing to put a good deal of 
money into a pot to try to be sure that somebody is advocating 
continuing programs which will automatically fill their storage. 

Mr. Pirnte. Just one last question: Are you in agreement with the 
present export subsidy for dairy products? 

Mr. Suuman. I did not quite get your question. 

Mr. Prirnire. Are you in agreement with the present program? 

Mr. Stiuman. Yes, sir; we have supported the export subsidy pro- 
grams that we have in effect. Again, I would like to make the point 
that we are thinking of them as temporary and not as permanent. 
If we think of them as temporary, that means we are compelled to 
suggest ways to stop the input into the surplus stockpile. 

Mr. Prrnie. Is there anything that I have not asked you which 
you think would point up your particular hope for a change in the 
dairy situation? Are there any other factors which you would like to 
mention ? 

Mr. Suuman. No, sir; I think it has been covered pretty well. The 
very fact that the dairy situation is gradually improving should lend 
some support to the theory that folks really do well when they get 
away from price fixing. The dairy situation is not perfect, but it is 
improving, and I think in another few years, especially if we do not 
get back into the rut of trying to fix prices and filling up the stockpile 
again, that dairy farmers will be doing much better even than they 
are now. 

Mr. Prrente. Thank you, Mr. Chairman. 

The Cuatrman. I believe Mr. Breeding has some questions. 

Mr. Breepine. Thank you, Mr. Chairman. 

Mr. Shuman, you say your philosophy of agriculture in the future 
is entirely different than that of our othe: farm organizations? It is 
not possible that you could work with the other farm organizations in 
order to come up with a general farm bill or at least some agreement 
of compromise ? 

As a Member of Congress, I find that we must give and take in our 
efforts in order to come up with any solution to any problem before 
Congress. My question is this; Will you and the Farm Bureau Fed- 
eration make some effort to get together with other farm organizations 
to work out in the immediate future some agreeable program to sub- 
mit to this committee ? 

Mr. Suman. The answer would be: “Yes; we certainly will make 
efforts to get together with the other organizations and certainly find 
areas where we are in agreement.” 

We have been doing that. We will place continuing emphasis on 
this effort. However, I do not think that when your philosophies are 
so fundamentally different, that we ought to kid anybody by letting 
them think that it might be compromised. I do not think that the 
folks who follow the other philosophy believe that can be compromised. 
It is a matter, though, of trying to recognize where there are areas 
which can probably be compromised and other areas where you have 
to make a decision. 

Mr. Breeptne. Do you believe that cheaper prices for agriculture 
will have any bearing on industrial prices ? 
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Mr. Suuman. That cheaper prices for agriculture will have a bear- 
ing on industrial prices? 

I do not think that this phase of the problem—they will; yes, to a 
certain extent in that some agricultural products are raw products of 
industry, but this is not nearly so vital a thing from the standpoint of 
farmers as the higher prices for industrial products which include 
labor, charges of capital, and all the rest which affect materially the in- 
come of farmers. I do not believe that the cost of the raw materials 
under a fixed price program or under a free market program—the dif- 
ferences between costs have not been a material factor or have not had 
a material effect upon the cost of industry or the consumer, but they 
have had a material effect upon the producer because they have made 
the difference between the choice of the raw product and a substitute 
many times. So, I am in no way trying to take the point of view that 
the reason why we make these changes is for the consumer’s benefit. 
It is for the benefit of farmers that I am thinking about, and not the 
consumer. 

Mr. Breeptnec. Do you think the present price support for corn, and 
perhaps increased production for this year, will create cheaper prices 
for hogs and cattle ¢ 

Mr. SHuMAN. Well, there are so many phases to this question. We 
have a 2-year up and a 2-year down cycle on hogs in general. Some- 
times it laps over a little. I think the price of hogs has already de- 
clined some, and it may decline more. It may be aggravated by the 
increased production of corn. You can argue on both sides. You can 
say the fact that the price support is so high it discourages feeding 
and, therefore, it would help hold prices up. On the other hand, you 
could argue that the incentive provided by the price support has gen- 
erated greater production and there is no place for corn to go except 
into the feeding of livestock. I would stay in the middle and agree 
that we are going to continue to have hog cycles of up and down until 
we get to the place where we can use contracts in agriculture to level 
out the production cycles. 

Mr. Breepine. Do you think that the Secretary of Agriculture is 
justified in setting the loan price of grain sorghums this year at $1.52, 
or 60 percent of parity? 

Mr. Suuman. We have been trying to rather religiously stay out 
of the field of lobbying for the Secretary to set price supports at any 
certain level because the law provides that he should take into con- 
sideration the supply and demand factors, and other factors in estab- 
lishing the level of price supports, and I think there was some justifi- 
cation of reducing it. But, to comment, I would not want to say that 
it was justified at this level because I have not and we have not as an 
organization really made a study of these factors as related to what 
the law requires. 

I think he was justified in dropping it, but to say specifically yes 
or no, I cannot. 

The CxHairman. I believe Mr. Jones of Missouri has a question. 

Mr. Jones. Mr. Shuman, recognizing the fact that there are some 
farmers who are more efficient in their operations than others due to 
the size of the operation and extent of mechanization and the other 
factors, am I correct in my assumption that if we would adopt the 


Farm Bureau’s policy or that it would be in effect that we would 
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approach the time very soon when these small family-sized farmers 
would be completely out of business? 

Mr. SuHuman. No; I do not believe that at all. I think that the 
small family operation can be just as efficient, or more so, than the 
large operation or the factory type, or the corporation. I do not think 
there is any evidence to indicate that the family operation cannot com- 
pete. In fact, the figures indicate that other than family operations 
are not increasing in agriculture. They are about the same. They are 
less than 3 percent now, and it has been the same for a long period of 
time. 

Mr. Jones. But the people who have been going out of the farming 
business have been the small operators; is that correct ? 

Mr. SuHuman. There have been small operators and I suppose this 
is natural, because many of these small operators did not choose, or 
could not, one or the other, to expand in order to get enough produc- 
tion to keep themselves occupied. 

There are the facts: Here is a one-man operation here on 60 acres 
of land, say, and he kept in business and is still competing and is able 
to compete because he was able to put in enough capital, or desired to 
put in enough capital, to expand the size of his business on the 60 acres. 

The man I have in iaiae next to him also had 60 acres, but when 
the time came that 60 acres in cultivation of corn only occupied about 
one-third of his time and he either did not choose to or could not get 
the capital to go into the other kinds of business which would have 
given him full employment. So, naturally, he left agriculture. 

Mr. Jones. You said this morning, in one of the statements that I 
can agree with you on, that the only effective way to deal with these 
surpluses is to reduce the input. We are agreed on that. 

Mr. SuHuman. Yes, sir. 

Mr. Jones. Is it necessary to have strict controls in order to reduce 
the surplus ? 

Mr. eaaciat: We do not believe so. 

Mr. Jones. If you do not have strict controls it means that you have 
to put the price down where a fellow either has no incentive or the 
discouragement of growing that particular crop. 

Mr. SHuman. You put the price support down so that the price 
fluctuates and the very fact that there is a change in price rather than 
a fixed price has more effect upon the decision as to whether it is 
high or low. 

{r. Jones. How long would you say it would take to go through 
that transition period? I would hope you would not recommend that 
we take off all controls and all price supports at one time. You would 
not recommend that; would you? 

Mr. Suuman. No, sir. 

Mr. SHuman. The time required would depend somewhat upon the 
method used to get there, but it would vary with the crop involved. 
In the case of wheat the adjustment in many parts of the United States 
would be very rapid because they do have alternate crops and the ad- 
justment in the wheat production could be accomplished in a relatively 
short period of time. If you keep the surplus from falling on our backs 
and all these other things—the adjustment in corn is a relatively 
shorter period of time—lI am saying a relatively short period of time 
as compared to some things where you have high capital investments 
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such as is tobacco and where a person has so much involved. Actually, 
the adjustment in grain crops is slower than they are in livestock. 
So, if you want an estimate of the time required, I would have to guess, 
but I would guess that it would be somewhere in the 3- to 5-year period. 

Mr. Jones. Well, one other question : 

You mentioned a minute ago about how we were going to pick up 
this export market. Just this year the representatives of the Depart- 
ment have claimed that our fair share of the world cotton market had 
to be between 30 and 35 percent; whereas in the past it had been 50 
percent. ; 

The same thing has been recommended or at least advocated in the 
case of wheat. Do you agree with that; that we have to be content 
with a 30-percent to 35-percent figure as our fair share of this world 
market ? 

Mr. Suuman. No, sir; we do not agree with this figure. I think 
that we ought not to be content with a fair share that anybody picked 
out. By that, I mean we ought to try to expand as long as we have 
the capacity to produce. We ought to try to expand our portion of 
the world market. 

Mr. Jones. Well, I hope you will use your influence with the De- 
partment on that. 

Mr. Suuman. Wecertainly will. 

Mr. Jones. I have one other question, and it is this: I want to get 
your idea on price supports and compensatory payments. I have al- 
ways felt that we were justified in maintaining not only a price-support 
program, but where necessary a compensatory payment or a subsidy, 
or whatever you want to call it. I know you are opposed to all of this, 
but if we are going to permit a restriction as to the number of com- 
panies such as transportation companies and utility companies which 
can operate in a given area and guarantee them a profit and permit 
them to have fixed prices in order to guarantee them a fair return 
and if we have adopted a national policy of a minimum wage in in- 
dustry and we have guaranteed to our banks through permitting cer- 
tain interest rates and through the other policies of price-fixing and 
restrictions in industry, why is it not fair to treat the farmers in the 
same way ¢ 

Mr. SHuman. Well, this is of course one of the real issues, and one 
of the questions which come up very often. 

My answer, to begin with, is a little facetious, when I say that if 
revenge is our motive, we have ample reasons to go and do likewise 
because there have been, and everyone recognizes that there have 
been, these price fixing devices such as the fair trade pricing laws, the 
high protective tariff, the minimum wage and the monopoly pricing 
authorities involved in all kinds of legislation. 

So, there is ample justification for us doing it if it paid. 

But, it has not paid in agriculture, and there is no sign that it will, 
and it has not said in other fields. 


Mr. Jones. Is not that where we get into the field of disagreement, 
about it not having paid ? 

Mr. Suuman. I presume so. However, there is a good deal of evi- 
dence that it has not even paid for other groups to go this route. For 
instance, the steel industry is in the news a lot, and the fact that they 
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got or that labor got a sizable increase in the industry and the cor- 

pony es got a sizable increase in price 3 years ago would seem to 
ave been in their favor, but examining the facts in the last 3 years 

iy would find that generally both labor and industry have been hurt 
y this increase in price that was made possible through the monopoly 
owers. 

7 Mr. Jones. Was not the farmer hurt even more? 

Mr. Suuman. The farmer was hurt, too, but to say that we would 
do the same thing does not mean necessarily it would be doing some- 
thing which would be good for us. 

Mr. Jones. But do we have to fight fire with fire ? 

Mr. Suuman. I do not think we have to necessarily fight fire with 
fire, but we have to fight that fire and I am for doing everything we 
can to eliminate this monopoly pricing that we have in business and 
labor and other areas of the economy. 

Mr. Jones. In other words, the Farm Bureau is unalterably op- 

osed to any type of compensatory payment or anything along that 
ine? 

Mr. Suuman. Yes, sir. 

Mr. Jongs. That is all, Mr. Chairman. 

The Cuarrman. Off the record. 

(Discussion off the record. ) 

The Cuarrman. We will stand adjourned until 10 o’clock tomorrow 
morning. 

(Whereupon, at 5:30 p.m., the hearing in the above-entitled matter 
was recessed, to reconvene at 10 a.m., the following day, Thursday, 
July 2, 1959.) 
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THURSDAY, JULY 2, 1959 


House or REPRESENTATIVES, 
ComMItTrez ON AGRICULTURE, 
Washington, D.C. 

The committee met, pursuant to notice, at 10 a.m., in room 1310, 
House Office Building, Hon. E. C. Gathings (acting chairman) 
presiding. 

Mr. Gatuines. The committee will come to order. 

Some of the members are out of town. I regret that more of them 
are not here this morning. 

We are glad to have with us representatives of the U.S. Chamber 
of Commerce and also Mr. Louis Ratzesberger, president of the I- 
linois Canning Co., who is appearing for the Lllinois State Chamber 
of Commerce. 

I wonder if Congressman Springer would like to introduce Mr. 
Ratzesberger at this time. 


STATEMENT OF HON. WILLIAM L. SPRINGER, A REPRESENTATIVE 
IN CONGRESS FROM THE STATE OF ILLINOIS 


Mr. Sprincer. Yes, I would like to introduce Mr. Ratzesberger at 
this time because I may not be able to stay. 

Mr. Ratzesberger is the immediate past president of the Illinois 
State Chamber of Commerce. He has ae on the Agriculture-Busi- 
ness Relations Committee of the Illinois State Chamber of Com- 
merce about 12 years. He has appeared before this committee on 
two or three occasions previously and is well acquainted with the 
agricultural problem not only in Illinois but nationally. He is presi- 
dent of the Illinois Canning Co. of Hoopeston, Ill., and in 1953 he 
was president of the National Canners Association. 

This is the background of Mr. Ratzesberger, and I can say to you 
he is well qualified. He is not a constituent of mine; he is a constitu- 
ent of Mr. Arends; but Hoopeston is on the borderline between my 
district and Mr. Arends’. 

Mr. Garutnes. Come forward, Mr. Ratzesberger. You may 
proceed. 
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STATEMENT OF LOUIS RATZESBERGER, JR., PRESIDENT, THE ILLI- 
NOIS CANNING CO., HOOPESTON, ILL., FOR THE ILLINOIS STATE 
CHAMBER OF COMMERCE; ACCOMPANIED BY J. G. RONCHETTO, 
SECRETARY, AGRICULTURE-BUSINESS RELATIONS COMMITTEE, 
ILLINOIS STATE CHAMBER OF COMMERCE 


Mr. Rarzespercer. This is Mr. J. G. Ronchetto, the secretary of the 
Agriculture-Business Relations Committee of the Illinois State 
Chamber of Commerce. 

Mr. Garuines. You may proceed in your own way. Do you have 
a prepared statement ? 

Mr. Rarzespercer. Yes, I have a prepared statement, sir. As 
Congressman Springer introduced me, my name is Louis Ratzes- 
berger, Jr. I am president of the Illinois Canning Co., Hoopeston, 
I am immediate past president of the Illinois State Chamber of 
Commerce and a member of its board of directors and agriculture- 
business relations committee. a . 

This statement is presented on behalf of the Illinois State Chamber 
of Commerce, a statewide business organization with more than 16,000 
members in over 400 communities in all parts of the State. 

The Illinois State chamber’s 93-man agriculture-business relations 
committee has for 16 years worked with farm people throughout the 
State to bring about a better understanding of problems of mutual 
concern to agriculture and business. In the course of these efforts 
the importance of a sound agriculture to the economy of our State 
and Nation has become readily apparent. The recommendations dis- 
cussed in this statement were formulated as an outgrowth of this 
close association with the farm leadership in Illinois on a State and 
local level. The program outlined here offers no easy way out of 
our present dilemma—it presents an opportunity for lasting strength 
under our private enterprise system. 

You may wonder why a business organization should show so much 
interest in Federal farm policy. Actually, the answer is simple. We 
believe the farm situation is one of the most pressing domesite oe 
lems facing our Nation today. BS: affects all our residents rural and 
urban alike. Additionally, its international implications are becom- 
ing increasingly more serious almost daily. With Illinois business 
so dependent on a strong farm economy, we anxiously view present 
surpluses, skyrocketing costs of farm programs and increasing 
bureaucracy in agriculture as serious threats to the future stability 
of farm income. 

We do not feel capable or feel the necessity of placing the blame 
for our present problems in agriculture. Current difficulties have 
developed over a 40-year period and have been affected by prosperity, 
depression and recession, three wars, a wide variety of growing con- 
ditions, tremendous advances in farming techniques and technology, 
international competition, political considerations, and other factors. 

While it is not possible to place the blame for the present situation 
on any one source, the responsibility for finding a way out of this 
quandary lies clearly in the hands of Congress. A large share of 
the burden of leadership needed to bring an end to these wasteful, 
ineffective, and largely unneeded farm programs must. necessarily 
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rest on the shoulders of members of this committee. We urge you 
to report out to the floor of the House a bill which will squarely 
ateck these problems. Our statement today is designed to give you 
our views on a course of action we sincerely believe is the most 
desirable one to follow in drafting this measure. 


NEED FOR ACTION 


The following facts about the situation illustrate the need for 
mpt action : iy? 
PuThe latest totals of Government-held farm surplus commodities 
amount to $8.9 billion—just below the alltime high figure registered 

earlier this year. ; 

We are currently saddled with a surplus of wheat in Government 
hands large enough to meet all needs for over 16 months and which 
is costing more than $700,000 a day to store. An estimated 100 million 
bushels of wheat will be added to present hordes again this year. 

The corn situation is little better. We have nearly $2.5 billion 
worth of Government surplus corn stored around the Nation. All 
indications point to further additions to surplus stocks of this com- 
modity later this year. 

The outlay for all price-support activity and U.S. Department of 
Agriculture services is expected to total $7.3 billion for the fiscal year 
just ended. Admittedly, some of this expenditure is for the tradi- 
tional regulatory, research, educational, inspection and similar func- 
tions performed for the benefit of all our citizens by the Department 
of Agriculture. Most of it, however, was spent for price stabilization 
efforts. Although some of this outlay will be recovered, the at 
centage lost is great and it represents a heavy investment of Gov- 
ernment funds, 

The number of persons employed by the USDA amounted to over 
88,500 during December 1958. A large proportion of these em- 
ployees was engaged in farm price a he the and soil conservation 
programs. More people are employed y the Department of Agri- 
culture than any other Federal Government agency except the Post 
Office and Defense Departments. In Illinois alone we have over 
1,000 full-time and 6,000 part-time employees working under the 
auspices of the State and local ASC offices to supervise soil conserva- 
tion and price stabilization programs. 

On the international trade scene we currently subsidize every pound 
of cotton or bushel of wheat exported from the United States. Ex- 


perience with cotton exports shows that Government cannot tinker 
with the price mechanism without seriously disrupting normal mar- 
keting processes. Too high support prices for cotton retarded sales 
in foreign markets and stimulated production of substitutes at home 


and abroad. 


INDICTMENTS OF PRESENT PROGRAMS 


With these comments in mind, we make the following indictments of 
present programs : 

While defended on the basis that they aid the little farmer, price- 
support programs actually provide very little assistance to him be- 
cause they are based on output. The small farmer who produces little 
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obviously benefits in equally small measure from this price-support 
effort. 

Price supports are based on archaic, unrealistic concepts. By use 
of the parity formula, we have attempted by Government edict to kee 
a dynamic agriculture harnessed to an economic relationship which 
existed half a century ago. 

Price supports have failed to take cognizance of the fact that price 
does have a function. It is no secret in Illinois, for instance, that 
high price supports have encouraged farmers to farm their land more 
intensively and concentrate their production on crops already in sur- 
plus supply. Lower support prices for corn and wheat in recent years 
would not have encouraged the widespread increase in acreage planted 
to these crops outside their traditional growing areas. Price supports 
held at high levels by Government must bear a large share of the re- 
sponsibility for chasing acreage around the country. 

Price supports are far too costly. When USDA expenditures this 
year amount to an average of $1,500 for every farm in the Nation, 
represent 9 cents out of every Federal tax dollar and are equivalent to 
56 percent of net farm income, it would seem abundantly clear that we 
are going too far. Yes, we know that some of the price-support money 
will be recovered and not all the Government farm expenditures are 
for price stabilization purposes. Acknowledging this, we insist that 
the cost is still far too high. 

Legislation now on the books directly conflicts with other legislation 
designed to stabilize farm den and renders them partially ineffec- 
tive. For example, agricultural conservation program payments to 
farmers for lime and phosphate add to output of commodities already 
in surplus supply. In Illinois, over 80 percent of agricultural conser- 
vation program payments have been used for this purpose. Thus we 
find Government subsidizing production while at the same time trying 
to restrict production with acreage and marketing controls, and the 
soil bank. This practice makes as much sense as pushing the gas pedal 
- — car to the floorboard at the same time you are applying the 

rakes. 

Farmers face the very real prospect of having an abrupt end written 
to all farm price stabilization legislation if public ftenstion sud- 
denly becomes aroused at the waste entailed in present programs. The 
lesson provided by the potato farmers’ experience a decade ago should 
give us a clear indication of what we can expect if the present farm 
program is not radically altered. The handwriting is on the wall for 
all to see. I predict that unless the course of Federal farm price 
stabilization efforts is not radically changed, the growing disgust and 
anger of the general public over this waste of tax funds will be trans- 
lated into congressional action far more painful than the medicine the 
Illinois State chamber is prescribing today. 

Farmers, once a bulwark of our free enterprise system, are on the 
verge of being the most regulated of all businessmen because of a pro- 
gram set up to help them. The longer present programs are continued, 
the greater the restrictions which must be imposed on their right to run 
their farms in order to keep the entire house of cards from tumbling 
down. We see restrictions in one area of production resulting in ex- 
pansion of others with considerable disturbance of long-established, 
efficient growing patterns as an undesirable consequence. 
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Planting restrictions are repugnant to our democratic way of life 
and will never be imposed to the degree needed to be effective because 
of the political implications of doing so. Besides, control of acreage 

nated to a few crops is not enough—rigid control of eery acre of 
Eetaed in the country would be necessary to insure that merican 
farmers are adequately shackled. The amount of fertilizer, new crop 
varieties and hybrids, fungicides, insecticides, and pesticides, irriga- 
tion and even the brains applied to specific farm operations would also 
have to be carefully rationed to make the restrictions effective. I ques- 
tion whether this Congress or any other Congress will wish to go this 
far. 

Although not connected with price-support programs as such, sub- 
sidies of REA loans are, nevertheless, illustrative of unneeded and 
unrealistic Government efforts to aid agriculture. These loans are 
made at approximately half the interest the Federal Government pays 
to secure the money originally. This is done in spite of the fact 
that (1) 96 percent of the Nation’s farms now have electricity; (2) 
half of REA power goes to nonfarmers; (3) 75 percent of all new 
REA customers are municipalities, industries, and suburban residents ; 
and (4) cooperatives are not in shaky financial condition and private 
sources have money available for loans to them. 


A POSITIVE PRACTICAL PROGRAM 


In order for the position of the Illinois State Chamber of Com- 
merce to be made crystal clear, I emphasize this point: We do not rec- 
ommend “pulling the rug out from under agriculture.” We do 
recommend, however, immediately taking the steps necessary to (1) 
redirect the intent and means employed in the Federal farm program 
toward reestablishing a free-market economy for agriculture over a 
period of time; (2) provide the means to ease the impact of this shift 
on farmers; and (3) stop Government programs contributing further 
to the already serious problems of agriculture. 

I can point to the following two examples to indicate the practicality 
of the recommendations we make to you today: 

The first deals with the dairy industry. Some dairy farmers and 
others supposedly interested in their well-being complained long and 
bitterly about the lowering of Government support prices on dairy 
products in recent years. The drop has been raaaneele slight, but it 
has had a profound effect on the industry and on the burden imposed 
on the taxpayer. In contrast to what we have faced in the recent past, 
we now find that there are fewer cows producing more milk more 
efficiently, demand and supply are much more nearly in balance, 
Government stocks of dairy products have been reduced to relativel 
insignificant amounts, and cost of price supports for these commodi- 
ties 1s practically nil. Although several Illinois farmers who had a 
few cows have decided to get out of dairying, I have heard of none 
going bankrupt, nor do I expect to. Most of those who stayed in the 
dairying business have enlarged their herds, culled out low-producing 
cows, and have become more efficient, businesslike operators. I can see 
nothing but good resulting from these developments. 

The second example relates to the experience of the livestock in- 
dustry. The livestock industry has been the recipient of only inter- 
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mittent price support aid. During 1954-56, the industry wisely re- 
sisted an all-out Diovenisiint price support program. Yet, over the 
years, cattle and hog producers have fared quite well. Certainly the 
have seen cyclical fluctuations and received some low prices as well 
as extremely good prices. Most livestock producers I know feel they 
are far better off than they would have nee if price supports and 
animal raising restrictions had been applied to their business. If the 
want to be able to cash in on the good years, they know they must vik 
the occasional bad ones. 

John Strohm, well-known agricultural writer from Illinois, recent] 
surveyed the agricultural economists of the Nation’s land-grant col- 
leges to learn what they thought about the farm surplus situation and 
what they thought should be done to correct it. The answers he re- 
ceived from 40 of these economists reveal clearly “the fallacy of trying 
to cure economic ills with political prescriptions.” Mr. Strohm reports 
that four out of five of these economists believe— 

Any laws further hamstringing the free market will hurt the farmer, the 
consumer and the Nation. 

Legislation has not and cannot solve the farm problem, although the “right 
kind might help.” But few economists believe we’ve had the right kind in the 
past, and most are pessimistic about getting it in the future. 


Schemes in foreign countries to guarantee all farmers a fair income have 
been costly failures. 


The law of supply and demand is not out of date—there is no substitute for 
the free market. 


We believe these views are worthy of your consideration. 
RECOMMENDATIONS 


The following recommendations made by the Illinois State Cham- 
ber of Commerce are designed to be fair to farmers, consumers, and 
taxpayers and effectively cope with the present farm dilemma in a 
realistic manner. We urge Gon ress to take the following steps: 

1. Reduce support prices to levels which will move the current 
output of farm commodities into use through normal channels of 
trade. 

2. Establish definite termination dates for complete withdrawal of 
price supports. 

8. During the transition away from price supports, base the level 
of support on dollar-and-cents levels calculated to permit commodi- 
ties to move into consumption without reference to parity formulas. 

4. Immediately discontinue nonrecourse loans as a means of sup- 
porting farm commodity prices and, to the extent that support is 
provided during the transition period, utilize purchase agreements 
and recourse, interest-bearing loans as the support mechanisms. 

5. To make possible the transition to a free-market economy, iso- 
late the existing Government surplus stocks from the market while 
providing for their orderly disposal over a period of time by means 
which will not unduly disrupt markets (barter, gifts). 

6. Concurrent with reduction of support prices, free the farmer 
from marketing and acreage controls. 

7. Tighten up administration of the conservation reserve program 
of the soil bank and expand it as a means of facilitating resource 
adjustment in agriculture. 
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8. Continue public and private efforts to expand markets for farm 
products at home and abroad on a sound, economic basis. 

I can think of one illustration close to my own business. We farm 
some asparagus land. When you set out asparagus it is about the 
third year before you have a crop. We have farmed about 1,800 
acres of asparagus. 

Last year one of our corngrowers wanted us to put in some aspara- 
gus acreage for him, which we did, but he went to the agricultural 
service and got soil bank payments for taking that land out of field 
corn. We have been taking land out of field corn for several years 
and have had no desire to get those payments. Personally I did not 
think he was entitled to it, but he got it, and under the law apparently 
it was all right. 

8. Continue public and private efforts to expand markets for farm 
products at home and abroad on a sound economic basis. 

9. Continue emergency programs for disposal of surplus commodi- 
ties in foreign countries until surpluses are reduced, but reexamine 
them with a view to improving their effectiveness and reducing their 
cost. 

10. Reduce restrictions on sales of farm commodities to Iron Cur- 
tain countries. 

11. Coordinate the interrelated functions of Federal agencies re- 
sponsible for management of Government-owned land, price support 
activities, soil conservation work and land reclamation and develop- 
ment projects. 

12. Discontinue Federal financing of power and irrigation projects. 

13. Sharply curtail spending for the agricultural conservation pro- 
gram and limit it to conservation measures which reduce physical 
destruction of soil, including such measures as reforestation of water- 
shed areas. 

14. Expand and encourage public and private agricultural research 
and educational programs to reduce production and marketing costs, 
to develop new uses and new markets and to assist in other ways in the 
Jong-range improvement of agriculture. 

15. Encourage and help farmers with limited opportunities to 
= into more rewarding pursuits so as to better their level of 
iving. 

16. Set interest rates on Rural Electrification Administration loans 
at levels reflecting current capital costs. 

17. Provide for patron ownership of the REA cooperatives. 


CONCLUSION 


We sincerely urge you to give thoughtful consideration to this pro- 
gram. We firmly believe it will (1) stop the surplus buildup, (2) 
lower the cost of the program to the taxpayer, (3) give farmers greater 
freedom to farm efficiently, (4) stop Government programs which 
actually contribute to the farm problem, (5) help arrest inflation, (6) 
enable farmers to adjust to the changed conditions with a minimum of 
hardship, (7) establish a sound base for agricultural growth and pros- 
perity through initiative, resourcefulness and self-reliance, and (8) 

alt the trend toward socialization of the Nation’s farms and regula- 
tion of the Nation’s farmers. 
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On behalf of the Illinois State Chamber of Commerce and myself, 
I wish to express our sincere appreciation to you for this opportunity 
to appear before you and present the views of this organization on 
the very important matter of Federal farm legislation. 

Thank you. 

Mr. Garuines. Thank you, Mr. Ratzesberger. 

I wonder if your associate has a statement he would like to make? 

Mr. Roncuerto. No, sir. 

Mr. Garutnes. I note, Mr. Ratzesberger, that you do not feel, nor 
does your organization, that the rug should be pulled out from under 
agriculture all at once? 

Mr. Rarzessercer. No. In our committee discussions from time to 
time we recognize there ought to be some changes made, but just to 
stop it we think would be hurtful. The situation has developed over so 
many years we think it would be unfair to try to shut it off overnight. 
There has to be a transition period to give the farmers a chance to 
adjust toa different situation. 

Mr. Gatuines. You recommend we reduce the support level on these 
commodities to the price received in the market ? 

Mr. Ratzesspercer. Somewhere in relation to market price, movin 
toward a market price that would eventually move it into norma 
channels. 

Mr. Garuines. That is akin to the testimony Mr. Shuman of the 
American Farm Bureau Federation gave us yesterday. 

Mr. Rarzespercer. I have not read his testimony, but I assume it 
is similar. 

Mr. Garuines. They were attacking it in a little different way, that 
it would take a few years to reach that level. They would take the 
percentage of the last 3 years average market price and provide a 90 
percent support of that average. 

You have to bear in mind the cost element. It costs a lot of money 
to cultivate and harvest a crop and it is costing more all the time. In 
1946 the cotton farmer could Ln a tractor from the gross proceeds of 
seven bales of cotton. Today the same tractor would cost the gross 
proceeds of 17 bales of cotton. The fixed charges are there. Labor 
costs are high, seed costs are high, implement and repair costs are high. 
Other costs have gone up. 

Mr. Rartzespercer. I recognize that is a problem, and we see it 
among our own growers. Among the crops we can are sweet corn, 
asparagus, and tomatoes, and we see the costs have gone up. Many of 
the farmers have expanded their farms. A man who used to farm 160 
acres and make a good livelihood has a difficult time doing it now. It 
takes the same equipment to farm 160 acres as 400 or 500 acres, so he 
is expanding his farm. 

Mr. Gatrurnes. They have to get so much income to meet the outlay 
in costs. 

Mr. Hoeven, any questions ? 

Mr. Hoeven. First of all, Mr. Ratzesberger, I want to thank you 
for a very comprehensive statement. You make 17 recommendations. 
You have literally covered the waterfront and have done a good job 
of setting forth the many problems confronting our agricultural 
economy. 
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I am sure you realize, as the rest of us do, that the farmer is caught 
in a cost-price squeeze, and it is our hope that something can be done 
to get him out of it. While his income goes down, the cost of every- 
thing he has to buy goes up. 

In your suggestion No. 9 you say: 

Continue emergency programs for disposal of surplus commodities in foreign 
countries until surpluses are reduced, * * * 

What can Congress do in that regard which it is not already trying 
to do under Public Law 480 and other legislation ? 

Mr. Rarzespercer. I do not think anything specifically. I think 
Public Law 480 probably is accomplishing a lot of that, and it is our 
hope that if supe prices are adjusted to the level that will not con- 
tinue to build these surpluses, that legislation like Public Law 480 
would gradually move the surplus. 

Mr. Horven. But as long as we have the surpluses—and the picture 
for the future is not too bright, it looks like we will have surpluses for 
some time to come—what kind of emergency programs would you 
suggest ¢ 

Mr. Roncuerro. May J answer that ? 

The committee felt the key word is “continue” emergency programs. 
We felt they had gone about as far as they should go. The key word 
is to “continue” the present emergency programs and not expand 
them. We feel they have reached about the point we should go and 
we do not propose going any further. 

Mr. Horven. When you refer to emergency programs do you mean 
for example that we should ship wheat to India in case of a famine? 

Mr. Roncuerro. I think we referred specifically to the Public 
Law 480 program. 

Mr. Horven. When we start an emergency program to get rid of 
surplus agricultural commodities we immediately run into difficulty 
with the State Department. They say we cannot have a dumping 
program. ‘The field of emergency programs is rather limited, is 
it not? 

Mr. Roncuerro. It is. . 

Mr. Rarzespercer. It is almost easier to sell it than give it away. 

Mr. Hoeven. We have contended for years that surplus commod- 
ities should be given to the people that are actualy hungry. But un- 
fortunately, in our diplomatic maneuverings with other countries, we 
have to deal with governments and not with people, and in many 
instances hungry people do not get the food which the American 
taxpayers iatenaied them to get. 

It seems to me we could make more progress if we channeled surplus 
commodities through charitable organizations and churches and thus 
see that food actually reached the hungry people. 

In reference to your suggestion No. 15, you say: 

HPncourage and help farmers with limited opportunities to move into more 
rewarding pursuits so as to better their level of living. 

Does that mean the Federal Government should subsidize displaced 
farmers and set them up in another business ? 

Mr. Rarzespercer. ‘That is not what we had in mind. Some of the 
universities—Southern [linois University is one—have a department 
of education and information to help them find trades and businesses 
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that they can go into as a substitute for farming. We know that many 
are leaving the farm year after year and going into other pursuits, 
and this would be a matter of education and information to help them 
find trades and businesses. 

Mr. Hoeven. Are you going to have the Federal Government 
furnish money to set them up in business 4 ¢ 

Mr. Rarzessercer. No. We had not recommended that, but rather 
a matter of education and information to help them find a place for 
their talents. 

Mr. Hoeven. So you have no thought of the Federal Government 
subsidizing such programs? 

Mr. Rarzespercer. No. 

Mr. Tuompson. As a suggestion of what he might do, he might 
go to work in a farm implement factory, something like th: ut. 

Mr. Garutnes. Any other questions? 

Mr. Tuompson. I would like to make a brief observation, and then 
ask a question. 

We are having a lot of trouble in this committee formulating some 
proposals whic h will meet with the approval of the Department of 
Agriculture. As a practical matter it 1s very difficult to pass a bill 
that does not have the prior approval of the Department. I am 
wondering if you have discussed your plan with the Department? 

Mr. RATZESBERGER. No, we have not directly, although it so hap- 
pens the chairman of our Agricultural Committee is Earl Hughes, 
who had some connection with the De ‘partment some years ago, and 
some of their members are members of the Farm Bureau and their 
ideas go along, in some respects, at least, with what the Department 
has. 

Mr. Tuompson. In some respects, there is no question about that. 
I merely suggest to you that if you are in a position to get to the 
Department, you lay these plans before them and ask them to sug- 
gest legislation that would bring these things about, then send ‘it 
down here with their favorable recommendation and I know it would 
get extremely sympathetic consideration. 

One suggestion } you make is to reduce the price support. We have 
been reducing the support prices for the last several years, and, again 
as a practical observation, the further we go in lowering them, the 
more the surplus piles up, for one reason or other. 

However, Mr. Chairman, I do want to compliment the gentleman 
and the organization for very carefully considering the program. I 
feel that in discussion around the council table we might come out 
very close together. Perhaps they would have to revise some of their 
recommendations and we might have to revise some of ours. I rec- 
ommend that you go down to the Department and try to get their 
accord. 

May I also make this recommendation to you. There are lots of 
people i in the world who need the food and fiber we have in abundance 
and in surplus. As long as that condition exists, our problem is one 
of distribution rather than curtailment. That is my opinion. 

Mr. Rarzessercer. We will act on your suggestion and will stop 
at the Department of Agriculture today and try to get to somebody 
and leave this. 
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Mr. Gatuines. It is a rare occasion that the Chamber of Commerce, 
either State or national organization, would appear before this com- 
mittee. You have a real all-embracing statement. We are indeed 
grateful to you. I hope your organization as well as the national 
organization will help sell the American people on the idea that the 
farmer is not a grand rascal, being the recipient of so much of the 

bounty from the Federal taxpayer. That adverse publicity has been 
‘most detrimental to the American farmer. You realize that the 
American farmer is one of the biggest buyers of various and sundry 
products. Unless that farmer is able to buy those products the econ- 
omy of the whole Nation suffers. ; 

I would like to ask Mr. Heimburger, our committee counsel, if he 
has a question. 

Mr. Hermpurcer. On that same subject upon which you have just 
touched, I would like to discuss briefly with Mr. Ratzesberger the 
figures he used in his statement and see 1f he would not like to modify 
them a little bit. 

On page 3 you say that the outlay for all price-support activities 
and U.S. Department of Agriculture operations is expected to total 
$7.3 billion for the fiscal year just ended. Then you say that ad- 
mittedly some of this expenditure is for various things other than price 
support but your implication is that the greater part of this rather 
substantial figure is for price-suport activities. 

Do you know how much of that is being used for price-support 
activities? 

Mr. Rarzespercer. Mr. Ronchetto tells me the figure is about $5.1 
billion. 

Mr. Hermpvurcer. The Grange figure is substantially less than that. 
Even so would it not be more fair, then, to use the figure of $5.1 billion 
rather than $7.3 billion ? 

Mr. Roncuetro. There is, as you know, a great difference of opinion 
as to what constitutes price-stabilization programs and what does not. 
We do not claim to say it is $5.1 billion or use the Grange figure of $1 
or $2 billion. We think there are other people other than ourselves 
who should decide on what constitutes the price-stabilization program. 

On the one hand, I think the school-lunch program to some people 
might be considered a part of the price-stabilization program. To 
others it would not be. I do not think we are unfair. We state the 
case and say a large portion of it was price-stabilization funds. 

Mr. Hermpurcer. However, you do admit that the figure of $7.3 bil- 
lion, which you have used with the general implication that this is 
chiefly for price support, is not really a very accurate figure? 

Mr. Roncuerro. I donot think I can quite agree. I think our figure 
is clearly defined. Secondly, we might even, if we wanted to be highly 
critical, revise the $5.1 billion figure upward, depending on the defini- 
tion used. 

Mr. Hermpvureer. I do not think you could very successfully, if you 
will forgive my saying so. 

Let us go to the bottom paragraph on page 4. Believe me. I do not 
want to quarrel with you about the details of these figures, but I am 
disturbed because the technique you have used here, sir, is the one of 
half-truth which is being used by many magazines and others who are 
criticizing the farm program. With all due respect, sir, I do not think 
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we arrive at a sound basis for discussing future programs and how to 
improve this one if we seriously distort the effect of this present 
rogram. 

F ou say in your bottom paragraph there that price supports are far 
too costly when USDA expenditures this year amount to an average 
of $1,500 for every farm in the Nation. It represents 9 cents out of 
every Federal tax dollar and is equivalent to 56 percent of net farm 
income. 

There again you have taken the figure of full Department of Agri- 
culture expenditures, I presume, and applied that to the number of 
farms in the United States, with the implication that this is the 
amount which is being spent, or was spent in the 1959 fiscal year, for 
price supports. 

Let us apply this to your own business. I presume you have a rather 
jidtsntia’ eiiniunl budget in your canning business, but I assume that 
in figuring the profit or loss, which in the case of the Government 
is a figure we refer to as cost if it is a loss—and it almost always seems 
to be—you do not take your total budget and say this is all loss. You 
total the thing up at the end of the year. 

Is that not the fair way to evaluate the price-support program? 
It is the only way it can be evaluated. How much did price supports 
actually cost? Let me give you a figure. I have here the report of 
financial condition and operation of the Commodity Credit Corpora- 
tion as of April 30, 1959. This is the monthly audit report which 
CCCputs out. 

On page 30 of this report under the “Analysis of Program Results,” 
which is all price-support operations, from October 1933 through 
April 30, 1959, the total price support program for the more than 
25 years shows a loss of $6,135,409,000. 

I have done some rough arithmetic, and when you figure this out 
into the number of farms, assuming there are 5 million farms in the 
United States, 5 million producing, operating farms—and there have 
actually been more than that during most of the 25-year period—if 
my arithmetic is correct, that works out for the 25-year period to a 
price-support cost of $49 per farm. That is just a little different from 
the $1,500 you used on page 4. 

I again say you are trying to make your point, but with all respect, 
sir, I do not think that intelligent discussion of these issues is abetted 
by half-truth implications in the use of figures such as has become 
common. 

That is all I have to say, Mr. Chairman. I would like to have 
Mr. Ratzesberger’s comment. 

Mr. Ratzespercer. I would not quarrel with you on that. If we 
drop back to the $5.1 billion, it is a different figure. I suspect the 
CCC figures do not include some categories. Of course, we might not 
agree on the definition of just what is included under price stabiliza- 
tion. Some people might think the program under Public Law 480 
should be considered as price stabilization. We would not be up to 
the figure of $1,500 but we would not be down to the figure of $49. 

Mr. Hermeurcer. Why should you charge every dollar spent for a 
Government program up to Agriculture ? 

Mr. Rarzespercer. Personally, I doubt whether Public Law 480—— 
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Mr. Hermpurcer. Let us strain the other way and give the farmer a 
break for once. 

Mr. Jounson. Will the gentleman yield ? 

Mr. Gatuines. Mr. Johnson. 

Mr. Jounson. Do you think meat inspection and inspection of poul- 
try should be charged to the farmer? You businessmen are pro- 
tected by having it inspected ; yet in your figures you charge it up to 
the farmer. 

Mr. Rarzespercer. I specifically at one point say we recognize a 
great many of these 

Mr. Jounson. But you have the figures in there. 

Mr. Arser.r Will the gentleman yield ? 

Mr. Garuines. Mr. Albert. 

Mr. Avzerr. You unquestionably include the total cost of the foreign 
disposal programs in addition to the direct subsidy which is paid to 
bring the price in line with the world price in charging costs to ag- 
riculture. But would you think it right to charge to industry as a 
Government subsidy all of the foreign relief and foreign mutual se- 
curity programs that have taken American-produced goods into the 
foreign markets via that route ? 

Mr. Rarzessercer. I think not. 

Mr. Atzert. It comes to the same thing. The thing that everybody 
seems to be doing is piling every bit of blame on the farm program that 
he can without making any corresponding calculation with respect to 
anybody else. 

fr. Rarzespercer. Mr. Albert, I think our whole thought is here 
that in spite of the money that has been spent for farm programs, 
these huge surpluses are depressing prices in areas where there has 
been no price support. For instance, in the commodities in which my 
company deals, such as sweet corn and asparagus, the price fluctuates 
up and down. 

Mr. Jounson. Do you people can all the peas and corn the farmers 
are able to grow? You do not can more peas than the public are 
able to eat. 

Mr. RatzEsBeRGER. Some years we do. 

Mr. Jounson. I know some plants in Wisconsin closed down because 
there was too much, especially peas and corn. 

Mr. Rarzespercer. We contract acreage. 

Mr. Jomnson. You do not pack peas if you cannot sell them. But 
the poor farmer has been producing and taking what he can get. It 
irks me to see an organiaztion which lives off the farmers, like some of 
the businessmen of Illinois, come out with many of these recommen- 
dations. 

Mr. Ratzespercer. Our farmers dealing with us on canning crops 
have had pretty good operations over the years. 

Mr. Teacur. Mr. Chairman. 

Mr. Gatruines. Mr. Teague. 

Mr. Tracur. I would like to state on this matter of the correctness 
of the figures that I would like to go on record as being one member of 
this committee—I am sure there are many more on this side of the table 
who agree—that I agree with the basic philosophy the witness today 
has expressed. 

41478—59-—14 
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Mr. Garutnes. I would like to say to you, Mr. Ratzesberger, that 
the current budget for Agriculture, for the fiscal year that has just 
ended as of June 30 reflected that only 30 cents out of every dollar 
actually went to the American farmer. We do not have the figures 
for the new budget, but out of that budget of the year just ended 
70 cents out of the dollar was multiple-purpose expenditures. That is 
to say, it has been referred to here, so much of that went into building 
good will around the world with the foreign-aid program, giving them 
food where they were hungry throughout the world. And on our 480 
where we got in return under title I the currency of a particular re- 
cipient country. 

In addition to that, so much of that food went to the Veterans’ Ad- 
ministration and the armed services and school lunch program and the 
milk program to build strong bodies for our schoolchildren in America. 

Another thing is this. When you buy meat, there is the Government 
stamp that protects you asa consumer. That stamp is most important 
to those of us who buy meat at the market. But that is protection of 
the consuming public. However, it is charged up to Agriculture. Only 
30 cents on the dollar in the year just ended really and truly went to 
the farmer. Yet he is the grand rascal that is spending all the money. 

Mr. Roncuertro. We agree that not all money spent for farm pro- 
grams goes to the farmer. 

Mr. Gatuines. Just 30 cents on the dollar for the year just ended. 

Mr. Roncuerro. One point would be the farm storage program. 
About $1.2 billion, I believe, goes to what would be businessmen to 
store under the farm programs. We are not quarreling with farmers 
operating under a program imposed by Government. They are doing 
the best they can. All of us would operate pretty much the way the 
American farmers are today. We do not want to leave the impres- 
sion with you that we have a quarrel with the farmers of the country 
or of Illinois who are taking advantage of this program. I think most 
of us in this same position would take advantage of the program as 
they are. 

Mr. Gatruincs. So many of your members are storing grain. 

Mr. Roncuerro. That is right, sir. 

Mr. Gatuincs. So much of this money goes into the storage, as busi- 
ness cost of this program. 

Mr. Roncuerro. That is right. 

Mr. Tuompson. That is a very powerful lobby representing that 
group. I donot know if you ever ran into it. 

I have an observation I would like to make. A while ago I said I 
thought if this group could sit around the table with us we might be- 
tween us come up with the answers. I think you have had some other 
angles to the problem presented to you here this morning. I hope you 
will take them into consideration. 

Looking further, I notice under your No. 16 in regard to REA go- 
ing into municipalities, et cetera. Next time tell the reason for that, 
tell whether these same municipalities were able to buy electricity 
from the private operators. It will give you a very interesting picture. 

Mr. Avsert. You can also take into account in criticizing the Gov- 
ernment’s activities in farm legislation—and I for one do not believe 
in paying people to produce something we do not need but can only 
store—we have an economy now that has a $40 billion stimulus in the 
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military effort every year. This has had a lot to do with the cost of 
the things farmers have to pay for in producing their crops. There is 
the cost of machinery, competition for steel products, competition for 
labor. All those things are very great, and the stimulus is artificial 
in terms of strict economics. Unless the Government gives the farmer 
some sort of offset, he is going to be out here on a limb all by himself 
while industry, particularly large industry, is getting the stimulus 
of a war effort and the protection of high tariffs. Is that not true? 

Mr. Rarzessercer. Yes; except I am in a very,competitive business, 
the canning business, and when I go to the bank for short-term money 
I pay 514 percent. We were trying to negotiate for a long-term loan, 
and it looked like the rate would be 534 percent. It looks pretty high 
compared to REA rates. 

Mr. Apert. Not only the farmer but a lot of little businessmen, 
most of whom are not subsidized at all, are really feeling the effects of 
this squeeze. ] 

Mr. Pirnie. Mr. Chairman. 

Mr. Garuines. Mr. Pirnie. 

Mr. Pirniz. Apropos of this comment as to the total cost of the 
program, I assume that the correct answer is not found in the balance 
sheet of the Commodity Credit Corporation in view of the fact that it 
doubtless carries its storage products at their original cost. 

Mr. Hermpurcer. The figure I read is the realized net loss of the 
Commodity Credit Corporation in its price-support activities from the 
beginning of the Corporation in 1933 to the present time. It takes into 
account all costs which have been incurred in handling the com- 
modities. 

Mr. Pirnie. But there is a possible unrealized loss due to the fact 
that we are not able to sell or give away the huge surplus in storage; is 
that not correct $ 

Mr. Hxermpurcer. The figure I read does not apply to our present 
inventory. ‘This is our dollar loss up to date. Up to date it includes 
every cost that is incurred such as interest, transportation, spoilage, 
depreciation, and so on. It would include none of the costs which 
attach to our present huge inventory of $8.5 billion or whatever we 
happen to have in it at the moment. Those will not be computed and 
added to the realized cost column until the commodities have actually 
been disposed of and the amount received for their sale has been sub- 
tracted from the cost of handling, storage, et cetera. 

Mr. Pirnie. It could not be ascertained anyway at this time. 

Mr. Heimpurcer. This would, I believe, represent the appropria- 
tions made to the Commodity Credit Corporation to reimburse them 
for carrying out the price-support program for the past 25 years. 

Mr. Gatruines. So much of the commodities are bought for one price 
and sold for another, and the difference between the two figures is 
in there. 

Mr. Prrnie. I have one more question I would like to address to Mr. 
Ratzesberger. First, I would lke to commend his organization for 
this very comprehensive analysis of a very serious problem. Iam sure 
that you understand that we view the problem of the farmer as having 
a very direct interrelation with all other phases of the economy of the 
area in which he is working and our primary concern is that due to any 
weakness in the plan the pendulum will swing so far in the other di- 
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rection as to destroy the very legitimate program which should be 
carried on in behalf of agriculture in order to support our national 
strength. You understand that ? 

Mr. RatzesBeRGER. Yes, sir. 

Mr. Pirniz. That is why we are somewhat concerned that these 
figures will get out of perspective or will be used without a proper 
breakdown. We rec ognize that particularly the storage item to which 
reference has been made is a type of expenditure which the country 
can understand and which they will ask us to explain. You would be 
doing us a great benefit if you would analyze that problem so you 
could point the way toward the disposition of this surplus in a manner 
which would lessen our cost problem and yet not do violence in the 
other fields where we have to keep ourselves in balance, such as our 
relationship with friendly nations. 

When it comes to the question of giving away, as you probably 
sense, the problem of distribution to which reference has already been 

made is aggravated by matters of transportation, which have to be 
faced and studied. So the disposition of the surplus is not as simple 
as many would like to believe. 

Mr. Rarzespvercer. I appreciate that. 

Mr. Roncuerro. I would like to make this point with reference to 
Mr. Heimburger’s statement. 

I note in looking at this very quickly that it does not include such 
things as the soil bank. I have read this quickly and unless I do not 
see it, it does not include the soil bank program or 480 and perhaps 
other programs. I could be mistaken in it, but from my quick reading 
of it I do not believe it includes those. It would up your figure some- 


what. 
Mr. Hermpurcer. It does not change the realized net cost of the 
Mr. Roncuerro. It is nonrecourse loans, purchase and credit pro- 
grams. 


Mr. Heraevurcer. I have no intention of quarreling about these fig- 
ures. We can argue all day and never arrive at any one figure. 

I think this figure does include the cost of the 480 program. It does 
not include the soil bank and similar collateral programs. I was not 
quibbling about the details of these figures. I hope you understand 
that. I am not criticizing the presentations made except in this one 
detail. I think the cost of the program has been enough. I think it is 
bad enough if we stick to the closest possible figures instead of exag- 
gerating them as I think you will admit you have done here for pur- 
poses of effect in your statement. That is my point. 

Mr. Rarzespercer. The point is well taken. 

Mr. Matruews. Mr. Chairman, I am sorry I came in late but these 
gentleman here today are vitally important to the farm program of 
America because they represent businessmen that I think need to get 
as much information as we can give them about the problem of the 
farmer. I have two or three questions to direct to these gentlemen. 

Insofar as the farm program is concerned, I notice you are in favor 
of discontinuing Federal financing of power in irrigation projects. 
Is that right? 

Mr. Ratzespercer. Yes. 

Mr. Matruews. What is your attitude about the harbor programs 
where they would go into the different communities of America and 
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deepen the harbor? For example, in Tampa, Fla., which is a wonder- 

ful city, they have a $3 million arbor project. Would you be opposed 
hat ? 

‘ Mn RarzEsBerGER. I have not studied that problem. 

Mr. Matruews. I do not want to embarrass you gentlemen, but the 
problem is if you are opposed to the subsidy for a farmer, are you 
opposed to a subsidy, let us say, for the businessman in the form of 
a harbor project? I am in favor of both, you see. The problem the 
farmer has is this: So many wonderful people seem to think he is the 
only one in the American economy who gets a subsidy. So, therefore, 
if your fine organization is in favor of discontinuing Federal financ- 
ing of power in irrigation projects, which I think would be of great 
concern to the farmer, would you be against harbor projects? 

Mr. Rarzessercer. I am not in the shipping business, but it seems 
to me shipping ought to be able to pay the cost of its facilities. 

Mr. Martruews. In that same connection, did you know that the 
subsidy to the shipping industry is at least $250 million a year, about 
a quarter of a billion dollars a year? 

fr. Rarzespercer. I did not know the figure, but I knew it was 
large. 

Mr. Matruews. I assume you would be opposed to that shipping 
subsidy. 

In the Post Office Department the deficit is about a half billion 
dollars a year or just about almost half as much as the actual Com- 
modity Credit Corporation losses, the money that has to be put back 
each year to restore the capital of the Commodity Credit Corporation. 
I checked those figures this morning. 

Would you, sir, be in favor of the business organizations, who are 
responsible chiefly for that half billion dollars a year loss, paying more 
on their postage rates ? 

Mr. RarzesperGcer. I was in favor of the increase last year. 

Mr. Matruews. You were in favor of it? 

Mr. RatzesperGer. Yes, indeed. 

Mr. Marrnews. You take the Federal Housing Administration and 
all these great housing activities that I think are wonderfut and are 
responsible for much of our economy. Just like the Commodity Credit 
Corporation, they have guaranteed many loans. They may not lose 
their money. We have $8.5 billion in the Commodity Credit Corpora- 
tion stocks. I would say FHA has $36 billion they are guarantee- 
ing—at least $36 billion. So you would agree with me that if we are 
ta ing a calculated risk in Commodity Credit Corporation stocks, we 
are also taking a calculated risk when the Government guarantees 
that the builder of a home will be paid for that home; is that right? 

Mr. Rarzespercer. I agree with you. I bought my home. Nobody 
financed that for me. 

Mr. Marruews. I want to thank you very much for being frank 
and forthright with me. 

Mr. Asrrnetuy. We should go further and ask the gentleman if 
he has any objection to those programs. 

Mr. Marruews. Here is the great Illinois Chamber of Commerce 
pointing out these subsidies in the farm programs. Are you gentle- 
men now just as interested in pointing out subsidies for the shipbuilders 
of this country, for the home builders? We could go into this great 
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defense program where the aviation industry has all the cost of re- 
search, all the magnificent opportunities to make money, and they are 
ruaranteed a profit. They do not have to worry about the weather. 
Do you gentlemen in your chamber of commerce meetings talk about 
that and see if there is some way we can cut down on those subsidies? 
Is that a good question ? 

Mr. Rarzespercer. We discuss a great many programs and object 
to a great many that are proposed. 

Mr. Marrnews. Have you appeared before the Defense Committee, 
for example? 

Mr. Roncuerro. On two bills specifically. I deal with this one 

articular department. I know quite a bit about some departments. 

know this year we have taken action and written our members and 
urged a reduction in both the housing bill and the airport bill you 
referred to. I cannot speak for the others you referred to. I know 
we have urged reduction in two of the bills you mention there that 
have come before you this year, the housing and the airport bills. I 
cannot speak for the others. 

Mr. Marruews. I was just speaking of FHA-insured loans. To be 
specific, I do not assume that all the agricultural stocks we have in the 

ommodity Credit Corporation will be a loss. You can save cotton 
for a hundred years. Your wheat may be a loss, a lot of it. My point 
is the great metropolitan press will tell us about this huge loss and the 
possibility of other losses in the farm program—and, agreed, it is 
difficult. I am not wedded to any program. I do not think any mem- 
ber of this committee is wedded to any particular program if we could 
find one better to reduce this cost. But the thing that grieves us is the 
fact that the great press will not talk about the stupendous losses or 
possibilities of losses in other segments of the economy. 

To be specific, we might lose the $36 billion we have tied up in 
FHA-insured loans. I do not believe we will. I have enough confi- 
dence in America to believe we will not, but the farmer just cannot 

o it alone with all other segments of the American economy protected. 

e suffers when he is criticized for his program, and it seems that no 
one else gets what I would think is their objective share of criticism. 
We need to emphasize facts before you gentlemen who represent the 
business people of America. 

Mr. Roncurrto. In response to your question, I think we agree 
completely on this need for greater information on the part of busi- 
ness and city people on those problems of farmers. In fact, we men- 
tioned that this committee of ours has been in operation for 16 years. 
One of the major jobs we see in this committee of 93 men is we need 
in Chicago and downstate Illinois to get a better understanding on 
the part of city people of the problems facing the farmer. I think 
rou will find this is a rather unusual committee around the country. 
We recognize this and being in a strong agricultural State and city, 
we feel, as you do, that the general American public, particularly the 
city dweller, does not understand the problems facing the farmer, eco- 
nomic and otherwise. We deem it our job out there to help do some- 
thing about it. We do not claim we can do the whole job. 

Mr. Marruews. I appreciate it. Mr. Chairman, I will not take 
further time. 

Mr. Apernetuy. Mr. Chairman. 

Mr. Gatuines. Mr. Abernethy. 
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Mr. ABERNETHY. I notice on page 3 of your statement that you com- 
plain about the number of employees in the Department of Agricul- 
ture, 88,500. Do you know how many were there 6 years ago ? 

Mr. RatzesBercer. I do not. 

Mr. Roncuetro. I cannot say specifically. Iam sure you know. 

Mr. AperNeTHY. I am asking if you know. 

Mr. Roncuerto. I do not. I know it was considerably less, but 
there were programs such as the soil bank which were not in effect. 

Mr. Asernetuy. I am not trying to be personal, but do you not 
think it would be wise instead of complaining to us for you to go to 
the place where they are hired? Have you been down there? 

Mr. Rarzrspercer. Not yet. Weare going down later this morning. 

Mr. AperneTHy. You tell them when you get down there they in- 
creased their personnel by approximately 20,000 or more in the last 
6 years. Find out why they did it. 

Mr. Rarzespercer. I can give you part of the answer. 

Mr. Apernetuy. I thought you had not looked into it. 

Mr. Rarzespercer. I understand the question. I do not know the 
exact number of peojple. I think one thing you have done in this 
intervening sanied is to pass the soil bank. 

Mr. AberneTHy. Whoasked for that ? 

Mr. Rarzespercer. I am sure the Department did. We recom- 
mended that. 

Mr. AperNnetHy. How many people are employed in the soil bank 
program ? 

Mr. Ratzespercer. I cannot answer it. 

Mr. ABERNETHY. Do you have any other reason ? 

Mr. Rarzessercer. | think we expanded the research and educa- 
tional programs. 

Mr. AserNETHY. Do you object to the expansion ? 

Mr. Rarzespercer. No, sir. You are objecting to numbers of 
people. 

Mr. Aznernetuy. I certainly do. I think it could be cut down. I 
do not think there is any question. 

Mr. Rarzespercer. We agree with that. 

Mr. Anernetuy. That is all. 

Mr. Horven. Perhaps the employment level is too high but a lot of 
it is due to the requirements of an expanded agricultural economy. 
Furthermore, a lot of people in the Department of Agriculture are 
there pursuant to acts of Congress. The Congress has authorized 
such additional employment and has set up additional services which 
required new employment. 

Mr. Aperneruy. I think the record will show the only program 
enacted by this Congress that might have increased employment in 
the Department of Agriculture of any consequence will be the soil 
bank program, and the larger portion of that program has been aban- 
doned because of its cost. 

Mr. Hoeven. I think that upon appraisal of all facts you will find 
there are dozens of bills passed by the Congress in the last several 
years which provide specifically for new employees in the Depart- 
ment of Agriculture in every category. 

Mr. Anernetuy. I will be happy to have it put in the record, Mr. 
Chairman. The soil bank is the only one I can recall. 
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Mr. Garutnes. The Foreign Agricultural Service employs a num- 
ber of new people. 

Mr. Qui. Mr. Chairman. 

Mr. Gatuines. Mr. Quie. 

Mr. Quire. Before we leave the subject Mr. Matthews has brought 
up, I think one thing we should bear in mind is that we do not have 
too many houses in this country. We do not have too many airports. 
We do not have too many merchant ships. There is one difference 
between the program on agriculture because we actually have too 
much of the agricultural products, more than we can consume our- 
selves. 

I have this one question. The other day it was brought to our at- 
tention, the amount of money figured in the earnings per hour for the 
farm operator. In the State of Illinois in this study made by the De- 
partment of Agriculture three different types of farming operations 
were listed: the hog-dairy farm, the hog-beef raising farm, and the 
hog-beef fattening farm. 

On the hog-dairy farm in 1957 the return to the sear and his 
family, return per hour, was figured at 99 cents an hour. For the 
hog-beef raising farm it was 66 cents an hour, and for the hog-beef 
fattening farm it was $1.46 an hour. I know you have made many 
studies in your chamber of commerce. Have you made any studies 
of what a comparable businessman with that type of investment, from 
$40,000 to $60,000, is making in a return per hour for his labor? In 
this figure there was subtracted the investment of the farmer’s capital. 
I think it would be at 514 percent. After that is subtracted from his 
net farm income, it turns out to be between 99 cents and $1.46 an 
hour. Have you comparable figures for businessmen in the State of 
Illinois? 

Mr. Roncuetro. No, sir. 

Mr. Quite. Is there any way of acquiring that? Has any study been 
made to determine it ? 

Mr. Ratzespercer. We could make inquiries and see. There may be 
some group with the statistics. 

Mr. Quiz. I would certainly appreciate receiving that. 

Mr. Roncuerro. We will make an attempt to do so. 

Mr. Garurnes. If there are no further questions, thank you gentle- 
men for your appearance here today. 

Mr. Hoeven. Mr. Chairman, I have no further questions but, pursu- 
ant to the suggestion made by the gentleman from Mississippi, Mr. 
Abernethy, that the record disclose the situation as to the number of 
employees in the Department of Agriculture, I ask unanimous consent 
that I may be permitted to insert in the record a table listing the 
number of employees in the Department of Agriculture who have 
been added to the payroll in the last several years pursuant to and in 
accordance with specific action by the Congress authorizing such 
employment. 

Mr. AserNetuy. I shall not object, Mr. Chairman. I will be happy 
to have it in there, particularly if the gentleman will specify which of 
those particular pieces of legislation were passed at the request of the 
administration. 

Mr. Hoeven. That is beside the point. I would be glad to do this, 
but regardless of what the administration asks, Congress makes the 
final decision. 
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Mr. ABERNETHY. Final action is taken in the White House. 

Mr. Hoeven. I shall be glad to complete the record so we may have 
a true picture of the employment structure. 

Mr. Jounson. I think it should show all the Assistant Secretaries 
of Agriculture. 

Mr. Garuinas. Is there objection to the request of the gentleman 
from Iowa ? 

Mr. ABERNETHY. No objection. 

Mr. GaTuines. Without objection, it will be inserted at this point in 
the record. 

Mr. Jounson. Will that include the numbers of Assistant Secre- 
taries of Agriculture now as compared to 1952? 

Mr. Garuines. It ought to. 

Mr. Hoeven. It will include everything as far as I am concerned, 
everything authorized by the Congress. 

(The information to be supplied follows :) 


U.S. Department of Agriculture analysis of average annual positions, fiscal year 
1959, compared with fiscal year 1952 


Wised) voar 1000 -(entimabed) iiss ceesdn cod enw eentientne tenes 81, 095 
ENGEL SORT. WOO iienccciwwd wane weninnadaa aa aaa aaa aaa - 62, 812 
TOOIOD DG oa iis kr nnidhn eb ewetine debate bel sawn 18, 283 


Increase resulting from legislation for new programs: 
Watershed protection and Flood Prevention Act (Public Law 566, 


RO MY icine ec acces 3s ahinntn ns ono cheap pene pat entaenddiftadainmnad a irinasencesinlced 1, 360 
Soil bank programs (Public Law 540, 84th Cong.) _---_------__----- 964 
Great Plains conservation program (Public Law 1021, 84th Cong.) ~~~ 256 
Mandatory poultry inspection (Public Law 85-172, 85th Cong.) ----- 913 
Agricultural Trade Development and Assistance Act (Public Law 

LAW Goce, Gea UoGk., BS: QmnemgeR SKK. ees 749 
Agricultural attachés—transfer from State Department (Public Law 

Gee, ee ee WS Si Saleh se adbe de ace eee 242 


Acreage allotments and marketing quotas (amendments to Agri- 
cultural Adjustment Act of 1938 by Public Law 690, 83d Cong. ; 


Public Law 50, 84th Cong.; and Public Law 85-835, 85th Cong.) —- 355 
National Wool Act (Public Law 690, 88d Cong.)_....-__----_-__-_- 111 
TEA TR ONCOIINE oo ertmie a reais ad eater ee cage ee 4, 950 


Increases for strengthening and expanding existing programs: 
Brucellosis eradication program (Public Law 690, 83d Cong., as 


GD ecatskatiet cde acdesitiass alk aibes acd ail bee nam ai Maes 2, 195 
In ND NI ios escent pack cee ccks imsnasetangoiey hin elliatadnendemmnecbminaiae tea 2, 799 
Forest land management and roads and trails___.__-..____.._______- 2, 915 
Increased volume of price support activities___._._.__.___.__.___-______ 1, 596 


SCS technical assistance to farmers, districts and services to ACP__ 1, 290 
Disease eradication and pest control (Screwworm fire ant, khapra 


beetle, pink bollworm, gypsy moth, etc.) --.______-__---_______ 405 
Inspection and grading of farm products other than poultry (financed 
from fees paid by producers and processors) _......_----__-_____- 585 


Brush disposal and other improvements on national forests (financed 
p'imarily from fees paid by permittees and purchasers of timber). 2,599 


Total increases to existing programs.__......................... 14, 384 
Other programs: 

Making and servicing farm operating and ownership loans (FHA)... —943 

I SR asec cas tld leech Reeds pated a eee a tht ee ae —108 

CR GO RON on. ie Se citer nadine —1, 051 
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In 1952 there was in the Department of Agriculture one Assistant Secretary, 
Under Reorganization Plan No. 2 of 1953, which became effective June 4, 1953, 
there was added two new offices of Assistant Secretary of Agriculture and one new 
office of Administrative Assistant Secretary of Agriculture. Even though these 
new positions were added to facilitate the work of the Department, the number 
of average annual positions in the Office of the Secretary during fiscal year 1959 
was 51 compared with 60 in fiscal year 1952. * 


Mr. Garuines. Now we have the testimony on general farm legis- 
lation by the Chamber of Commerce of the United States of America, 
Mr. Walter B. Garver. 


STATEMENT OF WALTER B. GARVER, CHAMBER OF COMMERCE OF 
THE UNITED STATES OF AMERICA 


GENERAL FARM LEGISLATION 


Mr. Garver. My name is Walter B. Garver, as manager of the agri- 
culture department of the Chamber of Commerce of the United States, 
I am appearing today on behalf of the chamber’s federation of 3,450 
business, trade, and professional organizations which have a member- 
ship of 2,750,000 businessmen. 

he call of your chairman for these hearings set the task of explor- 
ing general farm legislation to deal with “the declining farm econ- 
omy.” 

We do not look upon the Nation’s farming as a declining industry. 
The demand for its products is increasing, both from a rising po 
tion and from increasing per capita use of better foods. It is an 
industry throbbing with ingenuity, inventiveness and great technical 
innovation. 

It is an industry of declining real costs and rising productivity of 
resources used, especially sroductivity per worker. Farming con- 
tinues to attract and M's increasing amounts of capital. 

Its principal resource, farmland, continues to rise in value under 
the competitive bidding of farm producers. As an industry it con- 
tinues with a relatively low level of debt with rising owner equities 
and liquid assets. 

As an industry it is able to meet the Nation’s needs for food and 
fiber adequately and efficiently. Nor is that capacity for the future 
threatened in any serious way. 

Farming is currently plagued by three sets of problems. The first 
is an abundance of supplies that can be sold in markets only at prices 
unsatisfactory to many producers in terms of present costs. 

The second is a substantial number of producers made obsolete by 
new techniques and the technological revolution in agricultural pro- 
duction during the past 25 or so years. 

The third set of problems is the cumulative effect of Federal farm 
policies and programs that have stimulated the production of excess 
supplies and to a considerable extent triggered also the acceleration 
of the technological changes. 


PRICES 


The greatest single damage to farming has been price supports of 
a few commodities. Not only have these supports created serious 
problems for the supported commodities, but for other commodities 
as well. 

Price supports were originally introduced to protect farmers 
against an undue share of the burden of drastic price declines in pe- 





o,f 


m 


~=— A bee 


A © © We eee 


a A 





GENERAL FARM LEGISLATION 215 


riods of general depression or other sharp and sudden declines in 
demand. They were later used as assurance against too sharp and 
sudden a price break following the end of war. ee 

But the principal effect of price supports now is to provide in the 
Federal Government a market for large quantities of commodities that 
Government does not want and cannot dispose of in spite of some inge- 
nious programs aimed at that end. 

This support program has now produced such enormous stocks and 
huge costs that the consumer is becoming increasingly hostile to the 

osition in which he sees himself as a taxpayer competing against 
himself through Government programs he believes raises his own 
grocery bills. hea’ 

The supports have become an inordinate stimulus to excess pro- 
duction. Farmers are normally under pressure to produce as ae 
as they can. With a large proportion of their costs fixed, the tend- 
ency is to spread these overhead costs over as large a volume as they 
can afford to produce in order to reduce average unit costs. 

Mr. Garuineos. If I may interrupt, let us go back one paragraph. 
You say that the consumer is becoming increasingly hostile to the 

osition in which he sees himself as a taxpayer competing against 
himself through Government programs he believes raises his own 
grocery bills. 

I have seen the statement made that if you were to give away the 
wheat in a loaf of bread that the loaf of bread would still sell for 
20 centsaloaf. Do you agree? 

Mr. Garver. No, sir. 

Mr. Gatruineas. If the farmer gets nothing for his wheat, you would 
still pay 20 cents for a loaf of bread; do you agree? 

Mr. Garver. I do not agree. The miller and baker would, by com- 
petition, have to deal in terms of passing the savings on to the 
consumer. 

Mr. Gatuines. It could not be lower than 18 cents because the 2 
cents is all the farmer is getting out of it. 

Mr. Garver. That is right. 

Mr. Garuines. Would the consuming public want to deprive the 
wheat farmer of at least 1 penny and not more than 2 cents on a loaf 
of bread ? 

Mr. Garver. No, sir. 

Mr. Garuines. Is that what the complaint is about ? 

Mr. Garver. I think if they keep raising the price of wheat, they 
would have to pay 21 or 22 cents. 

Mr. Garuines. You would have to double the price of wheat in 
order to increase it by 1 cent. There is a gentleman here from Okla- 
homa, the chairman of the Wheat Subcommittee. Is that right? 

Mr. Atsert. The Wheat Subcommittee has made a study indicat- 
ing the farmer’s share of the loaf of bread is a little over 2 cents per 
oaf. 

Mr. Garver. That is right. 

Mr. Ausert. And that, raising the price of wheat from, say $1.80 
to $2.10 would not affect the cost of bread by even 1 cent a loaf. 

Mr. Jones. When wheat was selling for close to $3 a bushel a loaf 
of bread was selling for 14 cents. Now with a bushel of wheat at 
$1.82, it is up to 19 cents and 20 cents. I do not see how you can 
take that position. 
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Mr. Jounson. If the consumer should be cussing anybody it should 
be the businessman. 

Mr. Marruews. I would also want to apologize to our witness for 
interrupting, but he has hit one of the greatest difficulties the farmer 
has in that so many consumers sincerely and honestly believe that 
the price they pay in the marketplace is directly related to the price 
support program. Let me emphasize what these gentlemen have 
already said. Secretary Benson himself has said that there is no 
appreciable relationship between the price the consumer pays in the 
marketplace and the price support program. I sincerely believe, as 
these gentlemen have indicated, if the farmers gave their produce 
away, it would not go down 1 penny in the market place but would 
gradually go up. The peanuts in a 5-cent candy bar are one-half of 1 
cent. For a $4 cotton shirt the farmer gets about 30 cents. You take 
that 30 cents for the cotton shirt away and your price would probably 
go up to $4.50. 

Mr. Garuines. I recall a speech the gentleman from Florida made 
on the floor of the House a year ago with respect to watermelons 
grown in your district. 

Mr. Matruews. They talk about supply and demand. When I was 
a boy in college, I thought that meant when the farmer just produced 
so much of it that it was running out of his ears, you could go in the 
marketplace and get it at a cheap price. That just is not so. Take 
the case of watermelons. Last year we could not give them away. 

Mr. Matruews. A 40-pound watermelon could not be sold for 15 
cents. , 

Down here in the House restaurant they charge you 50 cents a slice. 
I got up on the floor of the House one day and complained about it. 
In another couple of weeks the price came down to 35 cents a slice. 

Believe me, when you add your transportation, when you add your 
labor cost, the middleman’s profit, these other things—— 

Mr. Asernetuy. Don’t forget the chamber of commerce dues, 

Mr. Marruews. Chamber of commerce dues, income tax collections, 
when you add all that together, the price will continue to get higher 
and higher to the consumer. 

The farmer gets very little of the increased price the consumer 
pays. Let me plead with you to correct yourself of that false impres- 
sion. It isnot so. The price the farmer gets for his product so many 
times does not have any effect at all on what the consumer pays for 
it in the marketplace. 

Mr. Jones. Mr. Chairman. 

Mr. Garuines. Mr. Jones. 

Mr. Jonzs. I want to ask the gentleman if you are aware of this 
fact: In 1957 the American consumers had 13 percent higher per cap- 
ita incomes than they did in 1952. In other words, it went up 13 per- 
cent in the 5-year period. They bought 11 percent more food from 
the farmers in 1957 than they did in 1952. 

However, in 1957 the farmer received $600 million less for 11 per- 
cent more food but the consumer paid $6 billion more. The farmer 

ot $600 million less. Those are facts we do not get out. Did you 
lieve the Life magazine article they had about the farmers a while 
ago? 
ie. Garver. I did not read it. 
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Mr. Jones. It got so bad Secretary Benson wrote a letter and told 
them they went a little far on that particular article. It appears that 
that magazine which is always riding the farmer has about a $9 mil- 
lion subsidy every year for that one magazine. 

It gets $9 million a year subsidy for that. 

Mr. Garver. Mr. Chairman, I would like to clear up, what we are 
saying is no argument with what most of you gentlemen may have 
said. We are talking about the increasing consumer hostility. Mis- 
taken as it is, 1 agree wholeheartedly with your figures. 

Mr. Jones. The thing about it the U.S. Chamber of Commerce and 
people like that are responsible for the stuff that is getting out to 
these people. In other words, you do not appreciate the fact that 
the farmer of America is the backbone of this economy and you people 
are the ones who are running him down all the time. That is the 
thing that makes me tired. 

Mr. Garver. Mr. Jones, I do not know of anything the national 
chamber has done to fan the flames of this mistaken illusion that the 
consumer is being bled by this program. 

Mr. Anernetuy. If the gentleman will yield, you have just in- 
serted a statement in the second paragraph of page 3 where the 
chamber has again contributed to just what Mr. Jones accused you of. 
That is what you have done and you have stated yourself that what 
that paragraph contains is not the case. You have just now said so, 
but you did not put it in your statement. You released the statement 
to the press before you came here this morning. It is already in the 
press and in the papers now, is it not? 

Is that right or not? 

Mr. Bass. I heard it over the radio an hour ago. 

Mr. Garver. All Tam saying 

Mr. Asernetuy. Did you release it this morning or not? 

Mr. Garver. Surely it is released. 

Mr. AnerNeTHyY. It included the second paragraph in page 3 in 
which you express a situation which actually is not the case. You 
have just now told us it is not so. 

Mr. Garver. No, sir. We merely report in that how the consumer 
looks at this. We did not say it was true. 

Mr. ABERNETHY. You did not add, that regardless of what the con- 
sumer thinks about it, it is not so. You did not add that. You just 
contributed fuel to the fire. 

Mr. Garver. From the standpoint of hostility to the farm program 
and the problems in it, it does not matter. 

Mr. AnerneTHy. You haven’t done anything to correct the situa- 
tion, have you? 

Mr, Garver. Yes; we have in a couple of cases. 

Mr. AserneTuy. You did not doit here. You just added more fnel 
to the fire. That is what you did. You gave it out before you got 
up here, you were so anxious to get in the papers. 

Mr. Bass. I heard it over the radio an hour ago in my apartment. 

Mr. Anernetuy. The chamber of commerce views are making my 
food too high. That is what it does. 

Mr. Garnines. Pardon the interruption, Mr. Garver. Will you 
continue now in your own way with your statement ? 


_ (The publication, “What City People Should Know About Farmers” 
is as follows :) 
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WHAT CITY PEOPLE 
SHOULD KNOW 
ABOUT FARMERS 


THAT'S the world coming to? 


The government is paying farm- 
ers billions so they won't grow stuff 
and we get stuck with high food prices 

Wish they'd pay me for not work- 
ing : 

You don’t need oversized ears to 
hear remarks like this in almost any 
grocery store. It’s easy for city con- 
sumers to get worked up over grocery 
bills and the expense of farm pro- 
grams. No matter how you slice it 
food bills are high in dollars and cents 
and. we've been spending lots of tax 
dollars to control crop surpluses—and 
we still have surpluses 

It’s easy, too, to single out the 
farmer as the scoundrel. He's far re- 
moved from the supermarket scene 
and has no well integrated organi 
zation behind him to tell his story 
rhere’s no real spokesman for farm- 
ers; no one to filter the facts from a 
fog of headlines and oratory 

Is the farmer a highwayman, riding 
high, with one hand in your pocket 
and the other in Uncle Sam's? Is he 
so rich that we should stop using tax 
dollars in his behalf? 

What is the real story? Let’s look at 
the facts! 

We're just as dependent on the land 
for food and clothing as when we shot 
the buffalo and deer. But in 1820 one 
man could provide food for himself 
and three other people. Today one 
farmer feeds himself and 20 others 


Soon it will be himself and 25 others! 
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The consumer's food dollar 
goes to pay the many differ- 
ent groups that perform the 
farm to market services. 


Here is the core of the farm prob- 
lem: In any normal peacetime year 
farmers can produce more than the 
market will take at prices fair to ev- 
eryone concerned 

‘The reason is that we have, thru re- 
search, education, and the application 
of mechanical power to agriculture, 
created a whole new way of producing 
farm products. The revolution is still 
going on. In the past 18 years farmers 
have boosted their efficiency as much 


as in the preceding 120 years! 


Farmers have much more help from 
city workers than they did 100 years 
ago—tractors, chemicals, fertilizers, 
fuels, an abundance of many other 
services. Farmers are free to specialize 
in producing food. And, since the 
early 1940's, the combined per-acre 
yield of 18 leading field crops has in- 
40 percent! But 
producing food is only part of it 

The food business is a chain with 
farmers at one end. In between farms 
and shelves of supermarkets is the 
marketing system 


creased dramatically 


The off-farm operations are han- 
dled by some 6 million persons who 
are producing for and servicing farm- 
ers and around 10 million who are 
distributing farm products. Adding 
these to around 8 million farm opera- 
tors and farmhands makes about 24 
million persons 


We call this combination of func- 
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tions by a new term—agribusiness. [t’s 
the nation’s largest business, account- 
ing for 37 percent of the U.S. working 
force. In their part of it, farmers are a 
$14-billion-a-year customer of indus- 
try and labor—not counting the bil- 
lions farm people spend for consumer 


goods. 


Are farmers to blame for high food 
prices? You be the judge! Last year, 
some 60 cents out of every dollar we 
Americans spent for food went to the 
people who bought, handled, sold, 
processed, transported, and packaged 
farm products. 

A little less than 40 cents went to 
farmers. 

Or let’s put it another way: If a 
farmer in Kansas gave away his wheat, 
we'd still pay 172 cents for that 20- 
cent loaf of bread. If a cotton pro- 
ducer in Texas worked only for his 
health, we’d still shell out $2.75 for 
that 3-dollar shirt. 

Percentagewise and dollarwise, food 
marketing costs are at the highest level 
since 1940. In 1957, we spent $55 bil- 
lion for farm food products, against 
only $15 billion in 1940. Of this in- 
crease, $27 billion went for marketing. 

But before we start pointing the fin- 
ger in a new direction, let’s remember 
a couple of things. A lot happens to 
food on its journey from farm to su- 
permarket. Consumers are demand- 
ing more all the time. We want “con- 
venience foods,” for example, with 
built-in maid service . . . heat-and- 
serve rolls, smaller units, better pack- 
aging, prebaking, precutting, and pre- 
selection. We didn’t have these serv- 
ices in 1940—and they aren’t free. 


Take a look at the chart on the 
right. It shows how the cost of all 
farm products bought by the average 
family has changed in recent years. 

In 1946, the typical “market bas- 
ket” of food cost $767. Of that the 
farmer got $397. By 1957 that same 
basket cost $1,010, but the farmer was 
getting only $400. 

To bring that closer to home, that 
means that from 1946 to 1957 the 
farmer's share went up $3; the mar- 
keting share, $240! 

Here’s how the increase in spread 
was largely accounted for: labor, $296, 
up $130; transportation, $73, up $33; 
other business costs $178, up $69; and 
federal income taxes added $4. 
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Before you come to a verdict, let’s 
look at still more facts: From 1952 
thru 1957, with ever-increasing infla- 
tion, farm prices actually decreased 20 
percent. Here are the figures: Total 
farm income in 1952 is estimated at 
$15.1 billion. By 1956 it had dropped 
to $12.1 billion. Last year it skidded to 
a low of $10.8 billion. 

This is the reason why food prices 
remained fairly stable in this 1952-57 
period. Think what would have hap- 
pened had farm prices gone up at the 
same rate as other cost-of-living items 
We would have paid some 25 percent 
more for food and clothing 

Net result would have been a really 
whopping burden for consumers 
some $70 billion, at least, say econo- 
mists! 

So ... it’s only fair to point out that 
in the 1952-57 period farmers actually 
subsidized consumers! 

While nearly all other phases of our 
national economy have been moving 
upward in recent years, agriculture 
simply hasn’t kept pace 


Altho they make up 12 percent of 
the population and produce 65 per- 
cent of the raw materials for industry, 
farmers in 1957 got only 4 percent of | 
the national income. 
And during this time, the cost of } 
practically all the farmer's tools of } 
production has increased. His costs in 
1957 were some $3.7 billion higher 
than in 1952. This is what farmers are 
talking about when they mention 
“cost-price squeeze.” 


The “squeeze” has put a lot of 
farmers out of business. In 1950, for 
example, 25,058,000 people lived on 
farms. That's 16.6 percent of all of us. 
Now, 8 ycars later, though population 
has increased, there are some 5 million 
fewer farmers—and they represent 
only 12 percent of the population of 
the United States. 

And remember, too, many of those 
who remain have to work off the farm 
to make ends meet. In 1957, for ex- 
ample, one-third of the net farm in- 
come came from off-the-farm jobs. 


NEXT PAGE: SUBSIDIES 





COST OF FOOD MARKET BASKET 
INCREASE IN LAST TEN YEARS 





FARM PRICES 
ADDED $3 


¥ 
— 





ADDEDS33 


Source is USDA. The "Farm Food Market Basket” refers 
to all farm food products bought by the average family 


in one year. 
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FARMER’S SHARE 
OF THE FOOD DOLLAR 


THE FARMER 


Now what about farm subsidies? 
Sure the federal government helps 
farmers. But so does it help airlines, 
schools, the petroleum industry, hous- 
ing, shipping, and so on. A fast tax 
write-off plan saves power companies 
billions of dollars. Just try to name a 
business that is not receiving some 
type of government aid. 

In the past 50 years, for every $1,000 
this country has spent for subsidies, 
the American farmer has received 
only $5! That's why farmers get aw- 
fully tired of metropolitan newspapers 
headlining the cost of farm subsidies. 

Because food and fiber have been at 
bargain prices compared with other 
cost-of-living items, it’s discouraging 
to farmers to defend half-truths about 
the $5 billion the federal government 
takes from taxpayers to run the na- 
tional agricultural budget. Also, to 
continually hear the charge: “You're 
taking money out of my pocket to sup- 
port farm prices.” 
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THE MARKETING 
SYSTEM GETS 





What makes up the agricultural 
budget? How much of it goes to farm- 
ers? The farm budget is something of 
a catchall. Many of the items have 
nothing to do with supporting farm 
prices, but are primarily a public serv- 
ice. Take meat inspection, for exam- 
ple. It has been a $17 million item 
conducted by the U. S. Department of 
Agriculture to assure the public a safe 
meat supply. 


Other public services include a gov- 
ernment school lunch program and a 
food donation plan. In fiscal 1958 the 
government gave 872 million pounds 
of food from surplus food stocks for 
school lunch programs and institu- 
tions. It gave 1,400,000 pounds te vic- 
tims of national disasters. And 1 ,973,- 
000 pounds were donated for distri- 
bution to the needy abroad. 

We could name more items similar 
to these. Even the USDA’s crop and 
livestock estimates are used more by 
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processors and merchants than by 
farmers. 

Moreover, look at all the agricul- 
tural exports to friendly nations since 
World War II. A big portion of these 
would have been purchased at U. S. 
government expense even if there had 
been no surplus disposal problem. Us- 
ing our food abundance has given our 
foreign policy “leverage.” Farmers 
feel the costs of this should not be 
charged to agriculture alone. 

Sooner or later, of course, the gov- 
ernment must collect from taxpayers 
every dollar that it spends. If the gov- 
ernment loses money on price sup- 
ports—and it certainly has—then it 
must be made up in taxes. No one’s 
satisfied in a situation like this— 
neither the rural taxpayer nor the city 
taxpayer. 


What should be done to spread out 
the national income? Even farmers 
don’t agree on just what the govern- 
ment should do about getting them a 
fairer share of the national income. 
Most of them realize the thing that’s 
responsible for depressing their prices 
—surpluses! 

But how do you get rid of surpluses? 
That’s been the big problem. No mat- 
ter how much wealth we now have we 
can eat. only so much—stomachs are 
pretty inelastic. 

We have an excellent disposal rec- 
ord for moving our surplus stocks out 
of inventory and into some useful con- 
sumption at home or abroad. Our ex- 

; port market is important. It accounted 


Why don’t you fellows 
stand on your own two feet? 
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for 12 cents of every dollar the farmer 
got in 1957. But this is a market that 
must be cultivated intensely. We can’t 
get rid of all our overproduction in 
foreign lands without acquiring more 
problems. 

Actually, farmers would need to cut 
production only about 8 percent to 
get rid of troublesome surpluses. 


Then why don't farmers just pro- 
duce less? That would be fairly easy 
to'do if the big business that is farm- 
ing were Big Agriculture. But it isn’t. 
It is some 4'/% million farmers scat- 
tered over a nation which has swelled 
to 173 miuion. 

Organizationwise, agriculture 
stands about where industry and labor 
stood some 5C to 75 years ago. The 
farmer is an individual in a great sea 
of competition. He is a price taker, 
not a price setter. 

A farmer works with an uncon- 
trollable business partner—nature. 
Sun, wind, and rains control his cash 
register like a fickle bookkeeper. 

No single farmer can do much 
about changing the supply of food, 
fiber, and tobacco coming to market. 
And collectively, farmers can’t pro- 
duce just exactly what our nation 
demands. Agriculture is a biological 
process which cannot be greatly ac- 
celerated or retarded in any short 
time. 

‘foo, 90 percent of our production 
is accomplished by 2.1 million farm- 
ers. Some 2.4 million farmers struggle 
for the remaining 10 percent. Work- 
ing out satisfactory answers in a farm 
program for both groups is no easy 
chore 


What farm programs have been 
tried so far? Congress has taken two 
broad approaches. It has built floors 
under prices to assure the farmer min- 
imum guarantees for his basic crops. 
These crops are corn, wheat, cotton; 
tobacco, rice, and peanuts. And it has 
tried to cut down acreages of these 
crops on the assumption that if less is 
planted, surpluses will melt away and 
prices will go up on their own. 

The soil bank is an example of the 
second approach. In 1957 some 5,235,- 
000 acres of land were taken out by 
corn farmers, 12,785,000 by wheat 
farmers, and 3,015,000 acres by cotton 
farmers as part of the program. This 
part of the soil bank—called the acre- 
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age reserve-—has been dropped. But 
the conservation reserve portion is still 
in effect. Farmers are asked to put 
some portion of their land into grass 
or trees and an annual rental is paid 
the farmer for each year of the con- 
tract—up to 10 years. 

Our major farm policy revolves 
around the six basic crops which make 
up only 24 percent of the value of all 
our crops. Congress sets the rules, and 
the government thru the secretary of 


Food for thought 


“America’s hole card at pres- 
ent is our food reserve. It can 
be the greatest safeguard for 
peace in the world today if 
we use it to aid the have-not 
people in time of trouble.” 
Stanley Andrews, 
former chief of the 
Office of Foreign Ag- 
ricultural Relations. 


“We farmers are not faring so 
well. We are not only losing 
ground financially—we are los- 
ing the understanding and re- 
spect of the American people. 
We feel that loss keenly, but 
we don’t know what to do.” 
Claude R. Wickard, 
former U. S. Secre- 
tary of Agriculture 


“Agriculture in America no 
longer stands alone. Where 
agriculture does stand largely 
alone, there is usually also 
hunger and famine.” 
Dr. Paul Miller, Di- 
rector, Michigan Ag- 
ricultural Extension 
Service 


“The American public has 
never been hungry. We take 
food for granted. Perhaps a 
24-hour shortage of food 
would do more than anything 
else to convince the American 
people that food production is 
as important to our security as 
the latest armaments.” 
Dr. Russell Coleman, 
executive vice-presi- 
dent, National Plant 
Food Institute, CAP- 
PER’S FARMER, April 
1958. 
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agriculture and its agencies such as the 
Commodity Credit Corporation buys 
or takes over commodities as required 
to provide price support. Such com- 
modities are stored, sold, disposed of. 


But don’t price supports cost a lot 
of money? Not as much as you might 
think. For the 4 fiscal years ending 
July 1957, the total cost of all pro- 
grams—primarily to stabilize farm 
prices and income, including Com- 
modity Credit Corporation losses— 
was about $71 billion. 

But only part of this went to farm- 
ers. Part of it went to business for stor- 
age of products and other costs. 

To make this kind of price support 
less costly to the government, there 
have been marketing quotas and acre- 
age allotments. In this way farmers 
pay for the help they get from the gov- 
ernment; they submit to regulations 
that divide up the right to produce. 

As a result, farmers are much more 
efficient now than 10 years ago. Prog- 
ress in know-how makes food cheaper. 

If farmers farmed today as they did 
in 1940, the consumers’ food bill 
would be at least $13 billion a year 
higher than it currently is. So this 
question is raised: Which is better, to 
have a surplus costing the consumer 
$3 to $4 billion a year in taxes, or to 
save him $13 billion a year on food? 


What does the farmer want? At the 
moment some farm leaders are press- 
ing hard for lower price supports, 
greater flexibility, and more freedom 
in agriculture. A good many farmers 
think this goal is desirable. They want 
to outgrow federal programs by grad- 
ually strengthening the farm econ- 
omy ° 

At the same time, farmers realize 
we live in an era characterized by the 
minimum wage and generally stabi- 
lized industrial prices. Farmers want 
to protect themselves against the in- 
creasing costs of production and dis- 
tribution. They want to mobilize their 
strength to bargain on a more equal 
basis with highly organized industry 
and labor. 

Considering the independent char- 
acter of the farmer, he has in general 
cooperated well with government pro- 
grams. He has withstood the hard 
knocks of low prices, a rising cost of 
living and higher prices for what he 
must buy, and reduction of acres 
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This will fix it up! 
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He has tried hard to compensate for 
reduced acres—and succeeded. It’s 
the basic philosophy of a farmer to 
produce. Traditionally he feels it’s a 
contradiction of nature to say he can- 
not use technology to best advantage. 


Just how much does a farmer have 
invested? Farm investment per 
worker in the Corn Belt is about $50,- 
000. That compares with about $15,- 
000 per worker in industry. Farmers 
have $3 invested in production for 
every $1 that is invested in marketing 
of their products 

When prices are falling, the only 
way the heavily capitalized commer- 
cial farmer can stay in business is to 
cut his costs and produce more vol- 
ume. So farmers have by greater cap- 
ital and more know-how produced 
more on less acres. 

In 1957, there were about 319 rail- 
lion acres of 59 crops harvested in the 
U.S. Our harvest almost equalled the 
largest in history-—and on the smallest 
acreage. The 1958 harvest may equal 
the highest ever recorded in this coun- 
try despite a record low in acres. 

As total supplies of grain have been 
built up during the years, increasing 
percentages of carry-over stocks have 
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been coming under government con- 
trol. This is inevitable under the sys- 
tem of price supports we've used, with 
government storage frequently substi- 
tuting for actual marketing. 


Have any steps been taken to cor- 
rect this? The 1958 Congress made 
several changes in our farm laws. 
More changes are being proposed. 
These may move us away from gov- 
ernment domination of the agricul- 
ture industry. And they may allow 
market prices more influence in guid- 
ing production and consumption. 

Farmers’ net income climbed to an 
annual rate of $13.3 billion in the first 
half of 1958. The total for all of 1958 
may show some improvement over 
1957. 

This gain was partially due to win- 
ter freezes in 1957-58 which cut citrus 
and vegetable crops in the South. Too, 
cattle prices climbed a bit because 
ranchers held back cattle to restock 
ranges blasted by 4 or 5 drouth years. 

Despite seasonal price fluctuations 
that may seem temporarily to favor 


NEXT PAGE: WHAT 
ABOUT THE FUTURE? 
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the farmer, the farm problem remains. 
It belongs to all of us. It is as near to 
all of us as our next meal. We gain 
8,000 new mouths to feed every day. 
By 1975 we may well have 230 million 
people in this country. We'll have 
fewer farmers to feed us, but we can 
count on a healthy agriculture to re- 
spond to this challenge. 


What's in the future? We can’t 
hope to eat our way out of our sur- 
pluses, but while we are working our 
way out of them, let’s understand just 
what our situation really is 

® Consumers should continue to 
benefit from agri ultural research and 
marketing research which is now be- 
ing emphasized as it never has been 
be fore 

@ Chances are good that the actual 
proportion of your disposable income 
spent for food will continue to remain 
fairly constant about 25 percent 

@ You may feel food prices are 
higher than formerly. But stop and 
think if you are eating meat 10 times 
a week instead of seven. Or if you are 
eating chicken instead of beans, or 
egas instead of oatmeal 

@® Remember—ceverything is high 

‘ 


in terms of dollars compared with pre- 


war prices. But this isn’t due to ineffi- 


ciency in production and marketing 
of food. It is evidence of inflation or 
of a depreciation in the value of our 
money. 

@ Realize that it took the average 
factory employee 30 minutes to earn 
enough to buy ! pound of choice steak 
in 1947. In 1957 it took him 18 min- 
utes! 

@ Think, too, of all the conven- 
iences that come with food, all of 
which put direct pressure on the 
budget. And consider your supermar- 
ket may have 7,000 items on the 
shelves. Non-food items go into the 
grocery sack, too. 


The important thing is to make 
wise decisions, now and in the future. 
Many farmers feel that, before we 
drop everything in our farm program 
for something new, we should demon- 
strate that there is a road back if new 
plans fail. 

The farm population is shrinking; 
it will be only a little more than 5 per- 
cent of our population by 1975. So, if 
wise decisions are to be made in the 
field of farm policy, non-farm people 
must be well informed 

This, we believe, is the real story. 
This is what city people should know 
about farmers! End 


Americans are the world’s best fed! 





As a service to our readers, CAPPER’S FARMER is offering reprints of this 
special report on agriculture. Each copy is complete and bound in booklet 


form. 


Single copies cost 10 cents each; 10 or more, 6 cents each; 100 or more, 
4 cents each; over 1,000, 21/2 cents each. Mail your request to Special 
Features Dept., CAPPER’S FARMER, 912 Kansas Avenue, Topeka, Kansas. 
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Mr. Garver. But when the farmer receives the additional price 
ee represented by the support prices, he can then afford to, and 

1e does, lay out additional funds to cover the marginal costs of addi- 
tional output. 

Thus what was intended as income benefits becomes an additional 
underwriting of costs as farmers spend back most or all of the price 
premium. One of the most obvious ways this is done is in the capital- 
ization into land values as farmers bid up the price of land. This 
tendency has, indeed, been a major factor in the continued rise in 
farmland prices. The same thing happens with regard to other re- 
sources where their supply is limited in the short run. Dairy cows, 
breeding animals, and some kinds of machinery are illustrations of 
this short run effect. 

Let us see how this works out by taking a look at the farms in eco- 
nomic classes I and II (Census Bureau) —f arms selling $10,000 or 
more of products per year. We estimate that in 1958 farms in these 
two classes constituted only one-sixth of the total number of farms but 
that they accounted for 64 percent of total sales of farm products. 

The number of these farms increased more than 50 percent during 
the past 10 years. Their product sales increased 40 percent during the 
10 years, but expenditures for production increased 73 percent. 

Since these farms received 65 percent to 70 percent of the payments 
resulting from price-support programs, it is obvious that the payments 
have underwritten expenditures for production and have not en- 
hanced net income. Net —— _(receipts 4 from sales of commodities 
less production expenses) were $7.1 billion in 1948 and $6.2 billion in 
1949. In spite of the larger number of farms in these classes in 1958 
the net return was only $6 billion in 1957 and $7.7 billion in 1958. 

Assuming that the purpose of the support program is to help people 
by improving their income, the end has not been achieved. The aver- 
age of these net returns per farm declined about one-third during the 
10-year period. Moreover, for the smaller commercial farms, with 
annual value of products sold from $1,200 to $10,000, the per-farm de- 
cline was even greater. 

That the support program has created a gigantic burden on the tax- 
payer has been so often emphasized that it will not be labored here. 

The burden of the accumulated stocks as a price depressant of the 
farm commodity price level has now become so great that it is hard to 
see how there could be any buoyancy to prices even if production were 
more in balance than at present. Their monumental presence stands 
as such a shadow over the farm economy that a support price tends 
strongly to be also a price ceiling. 

Moreover, their size and management have greatly magnified the 
role of Government by increasing the circumvention of normal and 
free market agencies and services. Some of these agencies fear the 
critical danger that their survival is increasingly threatened as stocks 
accumulate. 
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CONTROLS 


The theory that the Government can control farm production is also 
a mistaken, destructive, and self-defeating policy. Given the very 
low elasticity of demand at the farm level, the temptation to operate 
what the economists call “monopolistic” programs 1s understandable. 
Relatively small reductions in output leading to a relative scarcity 
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that would enhance prices enough to increase total gross receipts con- 
stitutes monopoly pricing by restricting supply. 

This discipline cannot be made to work in agriculture. 

Even if restriction could be made to work, our country has a long 
and well-established philosophy and tradition in opposition to mo- 
nopolistic practices. It is difficult to see how restriction can be made 
into a major program that will really benefit farmers and be accept- 
able to the public as a permanent policy. 

For the consumer, there is wide scope for the principle of substitu- 
tion to come into play. He is under little restraint in shopping for 
maximum value. Farmer substitution by shifting resources in farm 
enterprises is also a tangible limit to restriction. 

Some say the control approach is acceptable to farmers. That some 
farmers have been willing to accept attempted controls is due only to 
the fact that the controls did not really control. Farmers have al- 
ways had two ways to avoid the restrictive measures. The first was 
to use the benefits from acreage-allotment and marketing-quota re- 
strictions to farm their allotments more intensively and thus make up 
the production loss on the diverted acres. The second was to use di- 
verted acres to produce uncontrolled commodities. Some of this leak- 
age possibly could have been minimized by strict requirements of 
“cross compliance.” ‘This is a measure for which farmers, their lead- 
ers, the Congress, and the executive branch of the Government have 
shown little or no enthusiasm. 

Even if made tight enough to limit completely the supplies of a regu- 
lated commodity, the diversion of resources to other commodities con- 
stitutes in effect subsidized competition with producers of these com- 
modities. They quite properly resent the attempt of the regulated 
producers to “have their cake and eat it too.” Diversion under past 
and existing programs has in turn created artificial problems that now 
plague the farm economy. 

Pursued logically, restriction of this kind requires ultimately the 
control of all commodities. This arises in part from the demand for 
protection against the diversion that would otherwise occur, and in 
part from the insistence by producers of unregulated commodities 
that they, too, have a right to whatever monopoly benefits the controls 
can be made to yield. 

The farmer is an intelligent human being, capable of a wide range 
of adaptive steps that will maximize his net returns. Like everyone 
else, he might not mind having his competition restrained, but he will 
accept and support such a program only as long as he thinks there are 
ways he can minimize the restrictive effects on himself while he gains 
the price advantage of the program. 

If the control systems were effectively applied to all commodities, 
each individual farmer would then find himself boxed in, and op- 
erating with higher unit costs, because his overhead would be spread 
over a smaller volume of production. He then would find himself 
under urgent pressure to find an outlet for his full resources. 

_A major consequence of this situation would be the absolute neces- 
sity for Government to allocate the rights to produce under this sys- 
tem and particularly to control firmly the entry of producers into the 
production of the various commodities. 
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Finally, to the extent that the controls did yield some amount of 
monopoly income through enhanced prices, these “rights” and bene- 
fits, whether or not legal sanction exists, soon become capitalized in 
the value of land. As such they eventually become a capital cost to 
producers and yield no more income benefits than those who acquire 
them will have already paid for. 

The conclusion seemis inescapable that faith in Government control 
is unjustified because it cannot be made to work. Such control would 
not be acceptable to farmers; nor to the consumer and taxpayer, who 
would object to this or any other monopoly intended to raise the price 
of his food and fiber. 

Nor do we see any promise of help for the present problems of agri- 
culture in soil banks or similar devices that presume to hire the retire- 
ment of resources. Their first effect is to provide funds for the in- 
tensified use of other resources, and if these programs produce even 
short-run improvements in prices the higher prices again become the 
stimulus to increase production. And, again, any prospective im- 
provement in net income will be capitalized into higher land values, 
that is, higher overhead costs. 


“SELF-HELP” —FARMER BARGAINING POWER 


There is considerable interest in marketing agreements and orders on 
a commodity basis as an approach to farm problems. There is in some 
quarters a belief that this approach offers the promise that self-help 
programs can be developed to “stabilize” and improve net income of 
producers. 

Marketing agreement and order programs seem to have worked with 
a degree of effectiveness in those commodities grown only in limited 
areas or having characteristics that confine their production to a rela- 
tively limited number of producers. There are, however, inherent 
limitations to these devices that suggest they would not prove effective 
or useful for many commodities, especially for those that are generally 
produced throughout large areas of the country. The competition 
between farmers is such that these devices cannot be made to produce 
monopoly pricing without governmental policing and compelling vir- 
tually ali producers to participate. When prices under these mechan- 
isms get above a reasonable relationship between market demand and 
the production costs of a sizable portion of capacity, the temptation is 
irresistible to some producers to take advantage of the price umbrella. 

In policy formulation, this creates the temptation to make participa- 
tion of all producers compulsory. This would become a form of con- 
trol not much different in its effects from the production controls we 
have already discussed. It, too, ends up in control of entry, allocation 
of “rights,” and the probability that normal and natural progress in 
the particular commodity would be frustrated by the seeming need to 
“freeze” the existing situation. Under such conditions, farmers would 
ultimately break loose, either directly or indirectly, into some other 
commodities. 

Farmers working together through broad legislative programs can 
best deal with the problem of production-consumption imbalance by 
preventive measures. Freedom to organize and seek solutions to the 
problems of production and marketing through democratic processes 
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is the right of all American farmers, and this liberty should not be 
eidger under any program. 

But organizing to restrict and “share the market” on a monopoly 
pricing basis so as to produce gains materially in excess of reasonable 
costs and profits would surely invite and require policing in the pub- 
lic interest that could easily be more restrictive upon and harmful to 
farmers than open competitive conditions. 

We believe these programs should be financed by producers them- 
selves. Any program requiring heavy drain upon the National Treas- 
ury for capital funds or operating expenses can hardly be called a 
sound self-help program. 


PRODUCTION PAYMENTS 


There is currently considerable interest in direct or production pay- 
ments to producers of some commodities to increase their incomes. In 
our judgment this is a deceptive trap that would do vastly more dam- 
age to farmers and the farm economy than any of the serious errors 
past and present programs have caused. 

The payments would be made at arbitrarily high levels and pro- 
vide in theory a greater return per unit than can be achieved by any 
other means. The immediate effect would be to make the farmer 
dependent upon the U.S. Treasury for profit and probably also for 
a part of his costs. Higher returns would again stimulate added pro- 
duction, driving market prices ever lower. Pressure to generalize the 
plan to all commodities would be irresistible. The payments would 
result in drawing more capital into farming. 

The result would be an exorbitant public cost. The only escape 
from this dilemma would be to limit the benefits or the right to receive 
them. This puts us right back face to face with the futility of con- 
trols, and surrenders to Government the decisions on who is to pro- 
duce, how much they are to produce, and under what conditions. 

The payments intended to be income supplements would in fact 
become additional funds laid out for production expenses and the 
bidding up of limited resources such as land. To the eXtent these 
payments had a tangible value to farmers the ownership of rights to 
receive them would become very valuable property. Thus we would 
have once again an intended income benefit becoming an overhead 
cost. 

RECOMMENDATIONS 


The time has come to break away from the price support and pro- 
duction control programs except for standby programs to protect 
against an undue share of the burden of relative price declines such 
as might arise from sharply reduced demand. It is impossible to 
prevent the shakeout of some farm producers that past and present 
programs and the technological revolution have made inevitable. In 
the present circumstances of strong and growing demand for farm 
products, it is imperative to let the market guide production. 

This approach will, of course, be branded by some as “cruel and 
heartless.” It is not nearly as tragic or heartless as trying by sub- 
sidies to hold in agriculture those producers and their families who 
would be permanently condemned to a low level of living only slightly 
relieved, if at all, by dubious Government programs. There is noth- 
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ing very humane in a program which year after year holds out hopes 
to these farmers, but persistently fails of its purpose. 

To keep farmers in a submarginal status by such programs also 
provides unnecessary competition to the vast number of farmers who 
can and will supply the Nation’s food and fiber needs in a freer farm 
economy. 

Some will fear departure of this kind as a paralyzing shock to the 
whole farm economy. 

While the initial impact may look formidable to some, it needs to 
be remembered that only a minor part of agricultural production is 
under the price support and control program. If other commodities 
feel some effects it would certainly be to a much lesser degree. To 
predict calamity ignores the tremendous and successful adjustments 
that have already been made by hundreds of thousands of one-time 
farmers. There have been previous drastic changes affecting multi- 
tudes of farmers which, when they were pending, led to predictions 
of major catastrophe for all of agriculture. But when the changes 
came, the industry made the adjustments that were inevitable and 
went on to survive and grow. 

During the initial adjustment stage it might prove necessary for 
a considerable period of time to neutralize, if at all possible, the hu 
stocks of the few commodities now held by Government. This would 
permit the freed commodities to come to a normal market price with- 
out the depressing burden of the excess stocks hanging over them. 
This is something your committee might find it worthwhile exploring 
with economists, commodity experts from the trades, and the market- 
ing and distributive agencies. 

In adjusting farm operations to withdrawal of price supports, edu- 
cational and extension work can broaden the application of presently 
known and future techniques for reducing the real costs of produc- 
tion. Many people like to think that costs of production determine 
aon but in farming prices determine costs of production. The 

armers who are progressing today and who will be the farmer-busi- 
nessmen of tomorrow manage their farm business on that basis. 

This committee could well study the use of programs of training 
education, and employment services in making the transition out of 
farming for those present farmers who will be displaced in the years 
ahead. With a long period of population and economic growth ahead, 
the optimum productivity of all of us will be needed. Society as a 
whole will benefit from each offering his best, but more important for 
farm people displaced, they themselves will benefit from new careers 
where they are economically more productive. 

Farming is a highly competitive business, farmer competing with 
farmer. The nature of farming makes it inevitably so. Millions of 
producers, no one of whom can affect price, is one factor. Another is 
the relative importance of fixed costs which demands large volume in 
order to lower unit costs. Nothing short of strict regimentation and 
something equivalent to police state methods can do much, if anything, 
to alter this basic characteristic. 

Abnormal war demands, farm policies and programs, and a revolu- 
tionary technology have triggered a farm capacity and output that are 
forcing major social and economic adjustments. We believe that 
farmers, businessmen, the Congress, and the general public must face 
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these consequences as unavoidable realities, and that a policy of drift- 
ing or trying to live in the past by relying on mistaken palliatives will 
only make the problems worse. 

Mr. Gatuines. Thank you very much, Mr. Garver. You have 
finished reading your statement. Mr. Johnson wanted to ask a ques- 
tion. After Mr. Johnson concludes, I hope that Mr. Quie will proceed. 

Mr. Quiz. Mr. Chairman, I have to leave right now. 

Mr. Gatuines. Mr. Johnson, will you yield to Mr. Quie, please ? 

Mr. Jounson. Yes. 

Mr. Gatuines. Mr. Quie. 

Mr. Quix. During that discussion, it reminded me of an excellent 
piece “What City People Should Know About Farmers.” It goes 
right along with the discussion and really points out clearly the mis- 
conceptions they have. I would like to submit this at that point 
in the record. 

Mr. Marrurws. May I suggest you give itto Mr.Garver? Will you 
give it to him personally because bless his heart he needs more informa- 
tion, I believe, than anybody I have ever heard come before this 
committee. 

I am in all seriousness about that. Would the gentleman make a 
copy available to Mr. Garver ? 

Mr. Garver. Mr. Matthews, I have seen it and it is an excellent piece. 

Mr. Marruews. If you would take it and read it again I would 
appreciate it. 

Mr. Garuines. Without objection, it will go in the record as sug- 
ested by Mr. Quie at a particular point. That was a discussion 
uring the reading of his third page of the statement, I believe. 

Mr. Quiz. That is right. 

Mr. THompson. What is that, Mr. Quie? 

Mr. Quite. Off the record. 

(Off the record. ) 

Mr. Quie. It is a real excellent piece. Every city person ought to 

read that. 

Mr. Garuines. It will be placed in the record at that point at page 3 
of the statement without objection. . 

Mr. Garuines. Mr. Johnson. 

Mr. Jounson. I want to turn to page 5 of your speech, under “con- 
trols.” Then I want to call your attention to the first paragraph on 
page 10. 

take it you are very much opposed to anything that could be con- 
sidered in any way monopolistic as far as the farmer is concerned ? 

Mr. Garver. Yes, sir; ceaiaes we do not think it can be made to work. 
Mr. Jounson. Do you have two codes of ethics, one for business 

and one for the farmers? I am thinking of the steel industry, the 
automobile industry, the petroleum industry, farm machinery indus- 
try, all of those industries. I wonder, are you against any monopo- 
ry: — een 

listic tendencies in these industries? Do you believe in Government 
——— when we get monopolistic tendencies in business ? 

{r. Garver. Mr. Johnson. I think the chamber is all over on the 
record as against monopolies and in support of antitrust enforcement 
against them. 

Mr. Jounson. We have it. It is funny but you pay the same price 
for gasoline wherever you buy it. 
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Mr. Garver. I do not pay the same price for gasoline. It de- 
pends on where I buy it and how much competition there is between 
the dealers. 

Mr. Jounson. Once in a while you get a price war. How about 
the automobile industry ? 

I wondered if you applied the same principle across the board, 

Mr. Garver. The chamber’s position is in opposition to monopolies 
and monopolitic pricing, no matter whose it is. 

Mr. Jounson. I am glad to to hear that. 

Mr. Garver. What was it you had on page 10? I am sorry, I did 
not hear you. 

Mr. Jonnson. I did not hear you. 

Mr. Garver. I am sorry I did not hear your question. 

Mr. Jounson. You say it would invite policing if we had a program 
to give the farmer a fair price for his product. We would have to 
have policing to see that the public interest is taken care of. Do you 
believe in it in regard to business also 

Mr. Garver. Yes, sir. 

Mr. Jonnson. Okay. That is fine. 

Mr. Gatuines. Any further questions, Mr. Johnson ? 

Mr. Jounson. That is all. 

Mr. Garuines. Mr. Thompson ? 

Mr. THompson. Mr. Garver, in summing your statement up I take 
it you believe all subsidies should be removed from agriculture ? 

Mr. Garver. That is not what I was trying to say. That is not 
what our membership is supporting in this. We have not made this 
argument and a study and evaluation on the basis of subsidy. We 
look upon subsidies as a public question to be decided by the Congress 
and in the public interest where the subsidy buys us w ‘hat we cannot 
get otherwise. Our objection is not to subsidies. Our objection in 
our position is to a program which does not accomplish what it is 
intended to do and which distorts and disrupts the farm economy and 
makes it hard for men who operate competitively to operate on a 
sound basis. 

Mr. Tuompson. I do not quite follow you. I gathered you would 
remove first of all the price support program. 

Mr. Garver. We would remove price supports and controls, yes. 

Mr. THompson. What would you leave that could be classified as 
a subsidy ? 

Mr. Garver. Well, I assume the committee is more familiar than 
I am or as familiar as I am with many of the subsidies that are made. 
We have other operations. 

The meat inspection itself is in the form of subsidy. You have the 
Food and Drug Act. 

Mr. Tuompson. That is a subsidy ? 

Mr. Garver. As I understand it. The food and drug regulations, 
these are forms of expenditures. 

Mr. Tuomrson. Why do you charge them against the farmer? 

Mr. Garver. Idonot. We do not. 

Mr. Bass. He said meat inspection was subsidy and drug inspection 
was subsidy ? 

Mr. Tuomrson. Yes. Did I not understand you to say that ? 
Mr. Garver. Don’t we pay Federal money to carry on these things? 
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Mr. Tuompson. I am not picking on you. Iam probably the only 
one here who has ever been a president of a chamber of commerce. 
was president of my chamber of commerce more years than any man 
in its history, and it is an old one. I learned my agricultural philos- 
ophy from a chamber of commerce. I am not trying to pick on you, 
but I am trying to get at the facts that you are trying to tell the 
yublic, or the theory and philosophy you want to sell the public and 
{ certainly understood you to say you wanted to remove from the 
farmer all'the subsidies paid him. Let the record show that he would 
cut out the Pure Food and Drug 

Mr. Garver. I beg your pardon. I did not say that. You asked 
about other subsidies. I did not say subsidies should be cut out. [ 
do not argue they should. I said the Congress decides what is in the 
public interest to spend money for to get what we do not get any 
other way. If that involves subsidy, that is a public decision which 
they justify on the grounds we get what we could not get otherwise. 

Mr. Tuompson. Here is the point. ‘You say that is not a subsidy 
or that it is a subsidy, I am not exactly sure which. Every service 
that is rendered by the Government to the people is not subsidy by 
any manner of means as I understand the term. 

Mr. Garver. The dictionary defines subsidy as payment of public 
moneys for the achievement of certain ends. 

Mr. Marruews. Will you yield? 

Mr. Truomrson. Yes. 

Mr. Marrnews. The mistake the gentleman is making is, he is 
taking the meat inspection, $50 million a year, and saying that is a 
subsidy to the farmer, but that is a subsidy to the American taxpayer. 

Mr. Garver. I did not say that. 

Mr. Marruews. You said you would keep these other subsidies 
rather than price supports and I thought you assumed that this meat 
inspection was a subsidy to the farmer. That is, again, another 
terrible mistake, which so many people make. 

Mr. Garver. If it was a mistake, it was in language. I do not 
consider them subsidies to the farmers. . 

Mr. THompson. Now we are getting the thing straightened out. 

Am I correct in saying that what you have in mind is to cut out 
the price support program ? 

Mr. Garver. That is right. 

Mr. Tompson. First of all. 

Mr. Garver. That is right. 

Mr. Tuompson. Let us assume that anything else that is paid di- 
rectly to the farmer as a subsidy should also be cut out under the 
program you recommend ? 

Mr. Garver. I do not assume that. That is not the position of our 
membership. 

Mr. Tuompson. What would you leave on ? 

I promise you, I am coming to something constructive now. I am 
not trying to trap you. 

Mr. Garver. Might I have your illustration ? 

Mr. Trompson. It is not an illustration at all. I am trying to 
find out just. what you would eliminate from the farm program. 

Mr. a We would eliminate price supports and production 
controls, 
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Mr. Tuompson. Production control would not be a subsidy. 

Let me make my point. 

If you proposed such a bill before the Congress—and you may do 
so, or somebody would probably introduce it—would you snobs in 
it that all subsidies of every kind be eliminated at the same time and 
that all tariffs which have the tendency to artificially increase the 
price of manufactured commodities be removed? Or do you want to 
make this only apply to the agricultural economy ? 

Mr. Garver. We are dealing only with agricultural legislation in 
this hearing. 

Mr. TuHompson. Then I think we have the admission there ve 
clearly that all he wants to eliminate, all the U.S. Chamber of Com- 
merce—and I am reluctant to say this—all the U.S. Chamber of Com- 
merce is interested in eliminating would be the payments that are made 
to the farmers. 

Mr. Garuines. He is just appearing before the Agriculture Com- 
mittee. He may go before some other committee. 

Mr. Tuompson. I am trying to get the broad philosophy behind all 
this, Mr. Chairman. 

Mr. Bass. Let me tell him what subsidy means, first. He said 
subsidy was something you pay for something you want to get. I 
want to read you the Ritioknes definition. Webster says, “Any gift 
made by way of financial aid” is a subsidy, so the inspection of foods 
and inspection of meat would not be a financial aid. 

Mr. Tiare, Under that definition it certainly would not. 

Mr. Bass. That is Mr. Webster. He was a pretty smart man. 

Mr. Garver. I would like to have the record clear, Mr. Chairman, 
that because we are confining our comments about price supports in 
_ this hearing because it deals with general legislation and an impor- 
tant part of it, that should not lead to the conclusion, which the gen- 
tleman has made, that this is the only subsidy or the only Government 
program which we are opposing. We are on the Hill frequently in 
various legislative committees dealing with this question of the role of 
Government in almost all segments of our economy. This basic posi- 
tion of insisting, as we try to do, that if it is to be subsidy or Govern- 
ment money, that it be for things that we will get that we do not get 
otherwise. 

Mr. Gatruincs. So many want to ask you questions here. 

Mr. THompson. Since [ started, let me make one other suggestion 
and then I will yield the floor. 

Mr. Gatuines. Mr. Thompson. 

Mr. Tuompson. I request you list at this point in the record the sub- 
sidies on other matters, whatever you want to call them, the subsidies 
which the U.S. Chamber of Commerce is opposing so that we ma 
know just what is in the same category with agriculture in your mind. 
Can we do that? 

Mr. Garver. Mr. Miles, can we supply that? 

Mr. Mues. Certainly. 

Mr. Garver. It will be supplied for the record, Mr. Chairman. 
(The data referred to above is as follows:) 


The dictionary defines a “subsidy” as “any gift made by way of financial aid” 
or “a government grant to assist a private enterprise deemed advantageous to 
the public.” 
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The word, however, has come to have even broader connotations. For example, 
if postal rates fail to pay the cost of carrying the mail, we say that the postal 
service is subsidized. The chamber opposes such a subsidy, insisting that the 
postal service should be on a self-sustaining basis. 

With testimony before congressional committees, we have opposed subsidies for 
local industrial development, the financing of public schools, financial guarantees 
for investments abroad, subsidies for housing, subsidies for so-called public elec- 
tric power and subsidies for domestic transportation except during a reasonable 
developmental period. Similarly, we have opposed subsidized interest rates and 
have opposed the subsidization of social security, holding that the tax rates 
should be raised whenever benefits were increased. 

Mr. Garuines. Mr. Abernethy ? 

Mr. Apernetuy. Off the record, Mr. Chairman. 

(Off the record) 

Mr. ABERNETHY. On the record. 

Mr. Garver, you say you have been with the U.S. Chamber of Com- 
merce for 10 years. 

Who were you with before then ? 

Mr. Garver. The Federal Reserve Bank of Chicago. 

Mr. Anernetuy. Is Chicago your home? 

Mr. Garver. No, sir. 

Mr. ApernetHy. Where is your home? 

Mr. Garver. South Dakota. 

Mr. ABERNETHY. You were born on a farm ? 

Mr. Garver. Yes, sir. 

Mr. AnerNnetuy. Were you educated in an agricultural college? 

Mr. Garver. Yes, sir. 

Mr. Asernetuy. Did you study agriculture? 

Mr. Garver. Yes, sir. 

Mr. Anernetuy. You were raised on a farm, you said. 

Mr. Garver. Yes, sir. 

Mr. Apernetuy. You studied agriculture. Then where did you go? 

Mr. Garver. I was on the staff of agricultural economics at the Uni- 
versity of Minnesota for 7 years. 

Mr. Anernetuy. You did not go back to farming ? 

Mr. Garver. No, sir. . 

Mr. Apernetuy. It was not that attractive, was it? 

Mr. Garver. No, sir. 

Mr. Asernetuy. I cannot blame you. It isn’t very attractive. It 
is a pretty high-risk business. 

Does the U.S. Chamber of Commerce and particularly you—since 
you were the one born on the farm and studied agriculture and de- 
cided you would not go back to it—recognize the fact that agriculture 
is probably the most high risk business in America? 

{r. Garver. I do not know very many that are of much higher 
risk. 

Mr. Asernetuy. Do you know of any that are higher? ‘ 

Mr. Garver. Not offhand. 

Mr. Anernetuy. Not offhand. 

I think we can agree that agriculture is one of the highest risk 
businesses in America. It is pretty hard work, too, is it not? 

Mr. Garver. It is as hard as some. 

Mr. Anernetuy. It is as hard as most, is it not? 

Mr. Garver. Notas hard as it used to be. 

Mr. Apernetuy. The hours are pretty long, too, are they not? 
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Mr. Garver. Well, my folks and relatives that are still at it are not 
working as many hours as they used to. 

Mr. Asernetuy. That is right, daylight to dark. 

Mr. Garver. No, | think they would deny that at the present time, 
It was that way up to 10 or 15 years ago. 

Mr. Anerneruy. It w as so tough you were born on the farm, went 
to college and studied agric ulture, and it was so tough you did hot go 
back, did you? 

Mr. Garver. That is right. 

Mr. Azerneruy. Do you think that your position here this morn- 
ing—and I am not saying your philosophy is right or wrong—but 
do. you feel your position this morning would improve the situation 
among the farm people? 

Do y you think that ? 

Mr. Garver. Among the farm people upon whom we must depend 
for our food and fiber, yes. 

Mr. Aserneruy. You feel sincerely it would improve their situ- 
ation ? 

Mr. Garver. Yes, sir. 

Mr. Asernetuy. Do you think if this Congress adopted your views 
it would improve it sufficiently that you would want to go back to the 
farm ¢ 

Mr. Garver. Well, if you are talking about a personal preference, 
I am getting to the age where I would not be likely to go back to 
anything. 

Mr. Azernetuy. Well, you are pretty young. 

Do you think if we did what you asked us to do this morning, 
that it would make it sufficiently attractive that with all your experi- 
ence on the farm, your having studied agriculture in college, that 
you would like to go back to it ? 

Mr. Garver. To be quite frank with you, I have been tempted at 
times, even in spite of the history of the last 20 years. 

Mr. Anerneruy. I just asked you, do you think it would make it 
adequately attractive that you would want to return? 

Mr. Garver. I think it could; yes. 

Mr. Anernetuy. You think it would. 

Then if we adopt your recommendation, the U.S. Chamber of Com- 
merce then can look for another—what is your title down there— 
look for another chairman of the agriculture committee, or whatever 
position you hold. 

Now, I may sound a little bit facetious, but I did not intend to. 1 
was very serious about what I said. I think you have proven by 
your own statement that agriculture i is a pretty tough life. There is 
none that is any tougher in America. There is none of which there 
is a higher risk than agriculture. 

‘I think you approve e of that. 

Now, do you recall during the years of World War II, and more 
partic ularly during the later years of the Korean war, that the Fed- 
eral Government made specific appeals and demands to the people in 
agriculture for high production ? 

“Mr. Garver. Certainly. 

Mr. Anerneruy. And they did the same thing with the industrial 
people in particular fields of manufactured goods that were essential 
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to war, such as planes, et cetera. They made an appeal to them to 
convert or to produce materials for war, did they not? 

Mr. Garver. That is right. 

Mr. Anernetuy. And let contracts to these people, most of whom 
were members of the chamber of commerce. 

After the war was over, the Government went back and negotiated 
with the people that you represent and paid them off, did they not ? 
They were paid off for their contracts. These industrialists said, 
“We have geared our machinery here to high production for planes 
and we have geared them for high production for tanks, which are 
things that nobody wants now,” so they paid these folks off, did they 
not ¢ 

Mr. Garver. These are facts which you must know better than I. 

Mr. Asernetuy. Everybody knows that. You will agree that is 
what happened, won’t you ¢ 

Mr. Garver. I do not know what percentage they paid off or what 
negotiations they made. 

Mr. Anernetuy. They paid them off. I do not know the percent- 
age, but anyhow, they were paid off. 

That did not happen to these surpluses that were built up by farmers 
during the war under a program of what they called food for peace. 

That did not happen to them, did it ¢ 

Mr. Garver. I would submit that we have been doing it for all the 

years since then. 
’ Mr. Anerneruy. No. The surpluses that we are troubled with to- 
day had their beginning when the President and the Department of 
Agriculture called upon the people of this country to produce @ 
million bales of cotton and # million bushels of wheat and 2 million 
bushels of corn, for what, food for peace? We know that to be a fact, 
do we not ¢ 

That is when it started. 

Mr. Garver. They were guaranteed 90 percent of parity for 2 years 
after the end of the war. 

Mr. Anernetuy. I do not care what they were guaranteed. They 
were actually receiving in the market 117 percent of parity. 

The guarantee had nothing to do with the incentive to produce. 
The incentive to produce at that time was 117 percent of parity and 
the appeal of the American Government for them to produce. Isn’t 
that true? 

Mr. Garver. That is right, but after 

Mr. Anerneruy. I will take it up after. I do not want to be—— 

Mr. Gatuines. Let him complete his statement. Do you have any- 
thing else ? 

Mr. Garver. Mr. Chairman, I think part of renegotiation was 90 
percent of the parity which was paid on food and fiber until after 1949. 

Mr. Anernetny. Is that what you want to say ? 

Mr. Garver. Yes, sir. 

Mr. Anrernetuy. Food and fiber were bringing in at the end of 
the Korean war or thereabouts better than a hundred percent of par- 
ity, were they not ? 

Mr. Garver. On the average, yes. 

Mr. Anerneruy. On the average? It was all bringing better than 
a hundred percent of parity. You may not know that, but that is a 
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fact, and these surpluses have been hanging over the heads of these 
people ever since their beginning from an appeal from this Govern- 
ment to these people to stay out in that hot sun and produce it, food 
and fiber for peace. 

There was no negotiation with them, was there, as there was with the 
industry which produced tanks and guns? 

Mr. Diesven. I would not call it negotiation. I think the compen- 
sating action was to continue the supports. 

Mr. Aserneruy. And that quantity of food and fiber which was 
produced as a part of the war effort was continued to be dangled 
over the head of the American farmer in peacetime. That is true, 
is it not ? 

Mr. Garver. Let’s say he dangled it over their heads himself. 

Mr. AnernetHuy. No, hedid not. He did not dangle it over his head 
himself. 

He produced it at the request of the Government and thereafter the 
war ended and it became surplus, just as your tanks, planes, and guns 
became surplus. 

Mr. Garver. But he has continued to produce it even after the prices 
went down to 80 percent. 

Mr. ApernetHy. Of course he did. Of course he did. What else 
was he goingtodo? Ofcourse he did. 

Now, I think we can agree that agriculture is a high-risk business 
and certainly it is impossible for 15 million farm people of this coun- 
try to pull themselves up to the table like the board of directors of 
about three automobile concerns. You say they do not do it and I 
do not say they do because I haven’t seem them. I cannot prove it. 
But I have got sense enough to know that they pretty well know how 
many automobiles can be bought in this country and they are not going 
to overproduce the quantity that will be bought. 

That is something American agriculture cannot do. Everyone knows 
that. There are too many of them. 

Therefore, since they cannot do it, irrespective of price supports, 
do you object to them having some kind of means where they can 
attempt to gear their production to the demand ? 

Mr. Garver. I think our membership would have no objection if 
the means was more than an attempt if it would really work, but we 
do not think it will work. 

Mr. Anernetuy. I am not saying whether it will or will not. I 
am asking if your organization objects to that. 

Mr. Garver. Yes. I think we object on the ground of the conse- 
quences to the farmers themselves. We have talked with literally 
thousands of farmers in our meetings, contacts, and correspondence, 
and there are hardly any farmers we come across who do not basically 
object themselves to being limited. 

Mr. Asernetuy. In all sincerity, your answer does not surprise me. 
I am not surprised that you object in them having some means to try 
to gear their production to demand, even though you concede it is 
high-risk business. I am not surprised that is the attitude of the U.S. 
Chamber of Commerce, and particularly you as head of its agricul- 
tural committee. 

Now you mentioned the soil bank. I am in thorough agreement 
with what you had to say about it. 
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I think it is a wasteful program and I think the Secretary of Agri- 
culture acted very wisely when he eliminated the acreage reserve pro- 
gram. What did you think we ought to do with the conservation 
program, the least costly of the two? Do you feel it should be elimi- 
nated? Imight say to you! do. ' 

Mr. Garver. That is about the position of our membership and our 
committee. We have discussed it. 

Mr. AsernetHy. Do you have any idea how many “hobby” farmer 
members of the U.S. Chamber of Commerce are now participating in 
the conservation reserve program of the soil bank? 

Mr. Garver. I do not. 

Mr. ABERNETHY. Some are doing so, are they not? 

Mr. Garver. I do not know. 

Mr. Asernetuy. I thought that you might have some information. 

Will you tell me what the position of the U.S. Chamber of Com- 
merce is on the fair trade laws, which is a price-fixing type of law? 
You have appeared, I understand, before some of the committees on 
that. 

Mr. Garver. It is my understanding we do not support—are you 
talking about resale price maintenance ? 

Mr. Apernetuy. I am speaking of a fair trade law, and I think 
that every one understands what the laws are. 

Mr. Garver. It is my understanding we do not support them. 

Mr. Anernetuy. But would you let us know what resolutions the 
U.S. Chamber of Commerce have adopted, if any, on them and supply 
that for the record ? 


STATEMENT OF CLARENCE R. MILES, MANAGER, LEGISLATIVE 
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Mr. Mites. Ican answerthat. We have no position. 

Mr. Apernetuy. You have taken no position ? 

Mr. Mites. We took a survey of our membership and it was so nearly 
divided there was no position taken. 

Mr. ABERNETHY. You took a survey of the membership of the U.S. 
Chamber of Commerce and half of it was in favor of its members get- 
ting together and fixing prices, under fair trade laws, is that not so? 

Mr. Miixs. We took a referendum on that matter. We have to have 
a two-thirds vote in a referendum of the membership to commit us to 
a point of view. We did not get the two-thirds vote, so we took no 
action with reference to fair trade laws. 

Mr. Asernetuy. A very substantial number—— 

Mr. Mirxs. I will be glad to give you the exact referendum and the 
way that it came out. 

Mr. AnernetHy. A very substantial number voted in favor of such 
monopolistic price fixing, did they not? 

Mr. Mites. That isa matter of interpretation. 

Mr. AzernetHy. What do you call fair trade laws if they are not 
monopolistic price fixing? How would you define them if they are 
not monopolistic price fixing ? 

Mr. Mites. When you get into monopoly you get into the percentage 
of control and all that sort of thing. The fair trade laws, as I under- 
stand them, permit the manufacturer to set a predetermined price in 
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an area. The question of monopoly depends upon how much of the 
market he controls, and you get into quite an involved argument there. 

Mr. Anernerny. I realize that. 

Mr. Mires. I cannot agree with your definition. 

Mr. Anernetuy. I knew that you would not. 

Now, there is not a single person connected with the press here. 

Mr. Gatruines. There is one from the Wall Street Journal. 

Mr. Apernetuy. He just came in. 

With the exception of the gentleman from the Wall Street Journal 
there is no member of the press here. I think it is very unfortunate. I 
think it was somewhat unfair that you gentlemen distributed your 
statement to the press last night and a great play was made about it 
over television and radio before we saw it this morning, and before we 
had an opportunity to talk with you and cross-examine you on it. I 
do feel that you should have extended us the courtesy of at least with- 
holding your statement and your publicity on your position until we 
had had that opportunity, or at least until you had actually submitted 
it to the committee. 

Mr. Bass. The Farm Bureau did that yesterday. 

Mr. Mixes. That is a customary procedure here, I think you will 
find. 

Mr. Bass. It may be. 

Mr. Mires. It isa courtesy to the press. 

Mr. Bass. When did you give them out ? 

Mr. Mires. I cannot tell you the hour. It was distributed last 
evening for today’s release. That is the customary procedure, a 
courtesy to the press on all hearings. 

Mr. Bass. Oh, no. 

Mr. Mires. I think you will find that is so. 

Mr. Bass. We do not even do that in politics. We do not release a 
speech before the speech is made. 

Mr. Mixes. You will find the press religiously adhering to the re- 
lease date. 

Mr. Bass. They did not adhere to it. I heard it over the radio this 
morning while I was dressing long before 10 o’clock. 

Mr. Jones. I want to get to something that you say here on page 5 
where you are talking about monopolistic pricing. You say: 





The theory that the Government can control farm production is also a mistaken, 
destructive, and self-defeating policy. Given the very low elasticity of demand at 
the farm level, the temptation to operate what the economist calls monopolistic 
programs is understandable. Relatively small reductions in output leading to 
relative scarcity that would enhance prices enough to increase total gross receipts 
constitutes monopoly pricing by restricting supply. 

This discipline cannot be made to work in agriculture. 

Even if restrictions could be made to work, our country has a long and well- 
established philosophy and tradition in opposition to monopolistie practices. 


What about transportation? Would you say that falls under a 
monopoly ? 

Mr. Garver. That is a regulated monopoly regulated by the Inter- 
state Commerce Commission. 

Mr. Jones. «7. you are opposed to that ? 

Mr. Garver. I donot say that I am opposed to it, or in favor of it. 

Mr. Jones. I could not go out here today and buy myself a truck and 
get into the trucking business, could I ? 
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Mr. Garver. I do not know enough about the trucking industry to 
answer your question. 

Mr. Jones. I will tell you that I cannot because you have to have a 
permit and a certificate of convenience and necessity, and they say that 
we haveenough trucks. I cannot do that. 

I cannot go into my community and set up a light plant or a water 
distribution system because that is a monopoly, is it not ? 

Mr. Garver. Tightly regulated by governmental agencies; true. 

Mr. Jones. How about banks? I cannot go into my community 
and open up a bank, can I? 

Mr. Garver. Not without certification ; no, sir. 

Mr. Jones. It is very difficult to get a license to operate a bank? 

Mr. Garver. It can be gotten. 

Mr. Jones. It can be gotten? 

Mr. Garver. Yes, 

Mr. Jones. But very seldom. I have gone through that in my 
State and I know it is very difficult. 

I think it is generally conceded, is it not, in every community that 
interest rates are pretty well the same amongst all of the banking 
institutions, and they are insured a return. I cannot go out and start 
an insurance company, can I ¢ 

Mr. Garver. I say you can. I do not know why you say you can- 
not. ‘There are insurance companies being started all the time. 

Mr. Jones. I have to meet a lot of requirements. It is regulated. 

Mr. Garver. Right. 

Mr. Jones. I cannot go into the telephone business in a community. 
I cannot do that. 

Mr. Garver. You can with the permission of your State utility 
commission. 

Mr. Jones. Can you tell me any place where they will permit you to 
put in a telephone system where there is one already operating ? 

Mr. Garver. I cannot answer. 

Mr. Jones. If I want to put in a radio station I have to come up 
before the Federal Communications Commission to get a permit to 
do that and if the Federal Communications Commission feels the area 
is being adequately served I cannot get a license for that. 

Mr. Garver. That is right. 

Mr. Jones. And with all the channels taken it is impossible for 
anyone today to get a new television channel, and that is a monopoly, 
is it not ? 

Mr. Garver. I do not think it is impossible. I understand there 
are a few stations being 

Mr. Jones. They have already been allocated in every community, 
there are a certain number, and it is a monopoly to that extent. I 
know something about that. I know that I have a protective mon- 
opoly in my particular community. So what I am trying to say is, 
when you say there is a long-established tradition in opposition to 
monopolistic practices, actually it is growing more all the time. It is 
getting more difficult for a person to get into a medical school; it is 
getting more difficult for a person to get a license to practice law, or 
any of the other professions. All of those are getting to the place 
where they are not only a monopoly but the fees are regulated by an 
agreement among the members of the profession, is that not true? 
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Mr. Garver. I do not know that it is. 

Mr. Jones. You certainly are not very well acquainted in any com- 
munity in which you have lived, because with all due deference to 
my colleagues here who are members of the legal profession, I know 
in every community that I have been panenaked ith they have their set 
fees, a minimum fee for a divorce case and a minimum fee for han- 
dling an estate, and so forth, and in some places it is even written 
into the law. So I say this monopolistic practice and this regulation 
guaranteeing a return is being enjoyed by practically every segment 
of the economy except the farmer. I have not seen the U.S. Chamber 
of Commerce take an exception to that. 

You say here that there is opposition to it. I have never heard 
that opposition voiced by the chamber of commerce about any of 
these activities that I have mentioned here this morning, so we do have 
monopolistic control practices guaranteeing a fair return to people. 
I do not know how many times the rates of the railroads have gone 
up. The truck companies’ rates have gone up, and all of that reflects 
upon the farmer. I[ do not know whether you will say steel is a 
monopoly. Would you admit it is a monopoly as far as prices are 
concerned ? 

Mr. Garver. From my observation it is not, but Iam not an expert 
in steel, so I cannot answer. 

Mr. Jones. You do not know that steel prices are the same amongst 
all the large companies ¢ 

Mr. Garver. They tend to follow some leaders, but there is so much 
competition in steel they cannot go far in it. 

Mr. Jones. All of those things reflect upon the farmer. 

Would you agree with this, that in 1940 a farmer in the Midwest 
could take 696 bushels of corn and buy a two-row corn picker, that 
in 1958 it took 1,972 bushels, three times as many bushels of corn the 
same piece of equipment ? 

Mr. Garver. I would agree. That is why he is trying to pick three 
times as many bushels with it. 

Mr. Jones. We are talking about parity. You are opposed to 
parity, I presume? 

Mr. Garver. Do you mean the formulation in the law? 

Mr. Jones. Are you opposed to the parity concept of — support? 

Mr. Garver. I think that our membership is overwhelmingly op- 

osed to the idea that the Government can say what is a fair price 
or a given commodity. 

Mr. Jones. And you are opposed to that? 

Mr. Garver. That is right. 

Mr. Jones. You are? 

Mr. Bass. Did you prepare this statement yourself ? 

Mr. Garver. In part, yes. The preparation of the paper repre- 
sents years of discussion in our committee meetings of our agriculture 
committee. 

Mr. Bass. Did you discuss it with any farm people, or farm groups? 

Mr. Garver. We have 11 farmers on our committee who partici- 
pated in the development of these ideas. 

Mr. Bass. Eleven farmers? 

Mr. Garver. Yes. 








GENERAL FARM LEGISLATION 243 


Mr. Bass. Did your committee approve this statement before it was 
presented as being the views of the chamber of commerce 4 

Mr. Garver. Do you mean this specific statement ? 

Mr. Bass. Yes. 

Mr. Garver. There was no way to submit it to 35 committee mem- 
bers since Monday night. All of the material in this has been ap- 
proved as to the ideas. The position has been approved by the com- 
mittee over the years. 

Mr. Bass. Did you see the statement of the Farm Bureau Federa- 
tion ? 

Mr. Garver. I glanced at it only briefly this morning. 

Mr. Bass. Well, now, when you were preparing this statement on 
eneral farm legislation, did you have in mind the interest of the 
armer, or the interest of the businessman ? 

Mr. Garver. Both. 

Mr. Bass. Both ? 

Mr. Garver. Yes. 

Mr. Bass. Do you think then that if you helped one necessarily the 

other would benefit ? 

Mr. Garver. Toa very large degree; yes. 

Mr. Bass. Do you believe then that if the economy of the farmer 
is bad it would adversely affect the economy of the general business 
of the Nation ? 

Mr. Garver. To the extent that the farm economy is a part of the 
general business economy ; unquestionably. 

Mr. Bass. Do you subscribe to the general theory that the farm 
economy is really the basic economy of the Nation ? 

Mr. Garver. No, sir. 

Mr. Bass. You do not. You do not believe then that a recession, 
or a farm depression, would initiate and cause a general depression 
in the country ? 

Mr. Garver. No, sir. Quite to the contrary. I think the tragic 
part of the farm problem is that you can go along for a period of 
years with the farm economy depressed while the rest of the country 
economy has high prosperity. 

Mr. Bass. You say that you do not believe the farm economy is the 
basic economy of the Nation? Would you tell me what you do believe 
is the basic economy of the Nation ? 

Mr. Garver. I think that we are all parts of one whole. We are 
all basic—transportation is basic and distribution is basic. Under- 
takers are essential in a sense. 

Mr. Bass. Transportation and distribution of what ? 

Mr. Garver. Of the goods and services produced in this country. 
All are basic. 

Mr. Bass. Goods and services produced ? 

Mr. Garver. Right. 

Mr. Bass. Well, the raw materials for the major part of the pro- 
duction of the necessities of life, omitting the luxuries, come from the 
farm ; do they not? 

Mr. Garver. The farms and the mines and the forests. 

_ Mr. Bass. Forestry is farming. The only think you mentioned that 
isnot farming is mining. 
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Mr. Garver. All the oil and gas wells are natural resources. It 
all comes from our natural resources. 

Mr. Bass. Forestry and farming and all of these other things which 
produce food and fiber produce the basic necessities of life in the 
country. 

Mr. Garver. And so is shelter. 

Mr. Bass. That isa part of the forestry. 

Mr. Garver. If you do not make it out of cement. 

Mr. Bass. Now, since you do not worry too much about the farm 
depression and you do not think that it would adversely affect busi- 
ness, I wonder if your statement, in my opinion, would not lead me 
to believe you w ould certainly hav e let the farmer go out and sort of 
work on the principle of dog eat dog, as we say down in Tennessee. Is 
that your theory ? 

Mr. Garver. That is what it has always been in agriculture, and that 
is what it is today, dog eat dog. That is why I say you cannot take the 
competition out of it. In m: ny areas of the country where there are 
sizable farm producers it is dog eat dog against each other. 

Mr. Bass. That is true to a great degree, but we have tried to make 
it so the man that is so vital to producing food and fiber can take part 
of the risk out of it, so that he can maintain a way of life which we 
think is important. In my opinion, the money that the Federal Gov- 
ernment has paid in the form of subsidies or farm supports has helped 
to maintain a way of life in this country, a standard of living that 
could never have been reached by any other means. 

I do not know whether you are as old as I, you may be in my same 
generation, but do you remember the 1930’s / 

Mr. Garver. Yes. I lived through them very painfully. 

Mr. Bass. Do you remember what happened to restore the farm 
economy at the time and how other business began to flourish and 
grow ? 

Mr. Garver. A bird sings when the sun rises, but after all that 
does not mean that the bird brought the sun out. 

Mr. Bass. I would like to ask you if you know what the productive 

capacity of this country would be, relative to demand, on wheat? 

Mr. Garver. What demand ? 

Mr. Bass. The market demand. How much wheat can we produce 
in relation to the demand ? 

Mr. Garver. They would produce what they could sell. They would 
produce what the market could take. That would be the production. 

Mr. Bass. I know, but do you know what the capacity would be, 
how much we could produce if they would turn loose and produce all 
thev could. 

Mr. Garver. Are you talking about meeting the demand ? 

Mr. Bass. We could produce five times more wheat in this country 
next year than we could use. We could produce 10 times more cotton 
than we could use. We could produce 50 times more tobacco than we 
could use. All these commodities are under control. What do you 
think would happen to the farmer, the producer, if all of this were 
allowed to go into the market without any control of production, or 
without any price supports whatever? What do you think would 
happen ? 
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Mr. Garver. I do not think they would produce five times as much 
wheat. 

Mr. Bass. What would happen to it ? 

Mr. Garver. They would produce what they could sell because that 
would be all they could afford to produce. 

Mr. Bass. How are you going to take 12 million Americans who 
are in the same business of farming and producing and say, Now, you 
do not produce this much next year, and you do not produce this much 

the next year, without having some sort of regimentation ? 

Mr. Garver. I do not follow you. 

Mr. Bass. You suggested here a police state. I want to know what 
you mean by this police state that we are operating under. 

Mr. Garver. I mean that if you are going to try to limit the total 
production to what the market can take ‘two things are bound to result 
and the first is you cannot do it without going right down and regi- 

menting every one and telling him what his share is. 

Mr. Bass. Do you think the legislation which has been passed by 
this Congress in the past 20 years dealing with the farm program 
amounts to a police state? Is that what you are trying to say? 

Mr. Garver. To the extent that it uses Federal compulsion and pen- 
alty it moves in the direction of what we call a police state. You have 
in the Department of Agriculture policemen in effect. You go down 
and walk over their acreage with them and tell them that if they do 
not do this they will be pulled i in. That is as near a police state 

Mr. Bass. Do you think that bank examiners amount to a police 
state ? 

Mr. Garver. In a sense. 

Mr. Bass. Do you think that we are living in almost a police state? 

Mr. Garver. I did not say that. 

Mr. Bass. That is exactly what you said, that when there is Gov- 
ernment compulsion involved and Government inspection that amounts 
to a police state. 

Mr. Garver. It does. 

Mr. Bass. Weare darned near in the position of being Nazis? 

Mr. Garver. Oh, no. 

Mr. Bass. DoI misread you?) DoI mishear you? 

Mr. Garver. There is not the degree of it that you seem to imply. 
I do not feel that we are “darned near” it at all. I think there is an 
element of this that has been creeping up on us and it tends to increase 
unless we face up to it. We are opposed to extending it to business 
and agriculture, or any other part of the economy where it does not 
exist now. 

Mr. Bass. And you say this business of meat inspection is another 
part of the police state ? 

Mr. Garver. There is an element of that in it to the extent that you 
have to conform to the law. 

Mr. Tuomrson. Just before I make a point of personal privilege, let 
me ask you to define by example a police state. Give us one. 

Mr. Garver. The idea of a police state is a matter of degree. 

Mr. THomrson. That does not answer my question. Give us an ex- 
ample that you have in your mind of a police state. 

Mr. Garver. A police state is a police state to the extent that all the 
activities of its citizens are regulated by government. 
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Mr. Tuomrson. Will you give us the example that you have in 
mind ? 

Mr. Garver. I do not necessarily have an example in mind. There 
are degrees of it all over the world, and as I have indicated, there is a 
small degree of it in this country. 

Mr. Tuomeson. Mr. Chairman, the gentleman is not answering my 
question at all. He will not give an example of a police state. Iam 
impressed by the U.S. Chamber of Commerce coming here and by 
implication saying that anyone who has to do with the present laws 
and the enforcement of them is practicing police state policies. That 
is something that we should not let go unchallenged. I suggest that 
the chairman invite the president of the U.S. Chamber of Commerce 
to amplify that statement; to state categorically what the U.S. Cham- 
ber of Commerce would give as an example of a police state and then 
say whether or not he regards the Government of this country, this 
Committee on Agriculture, the U.S. Congress, and so forth to be a 
party toa police state. 

Mr. Gatutines. I wonder if your organization could answer the 

ntleman from Texas and state for the record what a police state is. 
Send it to the clerk of the subcommittee, and that will obviate the 
necessity of the president of the Chamber of Commerce of the United 
States having to appear before us. Can you make that statement 
available for the record ? 

Mr. Garver. We will supply it for the record. 

Mr. Gaturnes. Send it to the committee. 

(The requested information follows :) 
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Whenever a state (a government) institutes a regime that requires the opera- 
tion of all or a part of the economy by standards that set aside the normal 
operation of the free market as the guide to production, investment and pricing, 
it is compelled to enforce the regime by a combination of methods collectively 
described as policing. 

By “market economy” we mean the exchange of goods and services between 
free and willing buyers and sellers-suppliers. 

By “standards that set aside” we mean government actions that prevent buy- 
ers and/or sellers from responding to the economic forces that make the market. 

The more the “standards” require departure from the responses men other- 
wise make in the market economy, the greater is the degree of policing required. 

Policing involves inspection, surveillance, investigation, adjudication, and 
punishment, as well as coercive pressures aimed at making departure from regu- 
lations forbidding to the regulated enterprises. 

To the extent that a country or a government controls economic matters in 
circumvention of a market economy it must use these police methods, and to 
that extent it may be characterized as “a police state.” Some governments cur- 
rently dominate their economic affairs almost completely outside a market econ- 
omy and to that extent they are almost completely “police states.” Other gov- 
ernments exercise partial or limited domination and are therefore only to that 
limited extent “police states.” 

Where the domination is extensive or relatively extreme the machinery and 
methods of policing become for all practical purposes the de facto government 
over the economic or business affairs regulated—a government within a govern- 
ment, superseding or substituting for normal legislative and judicial procedures. 

In our statement we say: “Nothing short of strict regimentation and some- 
thing equivalent to police state methods can do much, if anything, to alter” the 
basic characteristic of farming—that it is highly competitive farmer with 
farmer. By this we simply mean that in order to make a system of controls 
work effectively in agriculture an extreme degree of rigorous and coercive police 
methods would be required, methods equivalent to those required in “police 
states.” We do not believe such measures will be tolerated by farmers. Yet, 
unless production and marketings are strictly controlled, government price fixing 
must break down. 
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Mr. THomrson. I will say this to you, if the president of the US. 
Chamber of Commerce takes that position then I think it becomes the 
business of the Congress. I think that it should be reported to the 
Speaker and proper authorities. This witness will not say what he 
means by a police state, and yet he uses that term knowing full well 
the implication of the accusation. Someone in the U.S. Chamber of 
Commerce ought to get up on his hind legs and say who is calling who 
what, and exactly what they mean 7 ie vit Hise 

I held back on bringing this up because I did not want to inject it 
into what I thought could be constructive discussion, but I now think 
that we ought to Ender exactly what we are talking about. 

Mr. Garurines. Mr. Garver is not ready at the moment to answer 
the gentleman from Texas, but he will supply a statement that will 
answer his question. 

Mr. Garver. Yes. Might I add if I said what I intended to say 
here, it calls for methods that would amount to virtually police state 
methods. 

Mr. Gatutnes. What page is that on ? 

Mr. Garver. Let me see if I can find it. 

Mr. Bass. He also stated when I asked him that he felt the farm pro- 
gram was a part of a police state. 

Mr. Garver. I think that the record will show that I said that there 
were elements of a police state in it when you send the employees of 
the Department of Agriculture down to walk over the acres. I said 
that that had elements of the police state in it. 

Mr. Tuompson. And then I asked you what a police state was and 
toname anexample. You could very easily say which ones you have 
inmind. However, I think the president of the U.S. Chamber is going 
to answer. 

Mr. Garuines. Any further response to the inquiry of the gentle- 
man from Texas? 

Mr. THomrson. I withhold my point of personal privilege. 

Mr. Bass. I have been in the Congress a very short while, only 5 
years. I am from Tennessee, by the way. I think that you testified 
before the Public Works Committee on the TVA, did you not? 

Mr. Mites. The chamber did. Mr. Garver did not. 

Mr. Bass. Mr. Garver did not himself. At any rate, it is alarming 
tome to see the farmer and the farm program so downgraded in the eyes 
of the public. Shortly before I came to the Congress I was a busi- 
nessman and had been a businessman. I was born and reared on a 
farm to a degree, but I always believed that the farmer as such was a 
vital part of the economy, the backbone of the Nation, but apparently 
it is the part of big business in the country—with the U.S. Chamber of 
Commerce being the right arm of big business—to absolutely down- 

ade the farmer, to set the consumer against the farmer when they 

now that food prices have no relativity to the price that the farmer is 
receiving. For the chamber to make the accusation that the farm pro- 
gram is really a part of the police state, and to come before this com- 
mittee and tell me that the thing that we are trying to do to help the 
farmer in order to provide adequate food and fiber for the country and 
maintain a good economy amounts to part of a police state, that is 
rather disturbing and alarming. The Pict that such an organization 
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is allowed to get its misinformation out over the channels of communi- 
cation in America is alarming to me. 

I like to think of freedom of speech and all that sort of thing, but 
by innuendo, miscalculation and misstatement, I consider the major 
part of this statement to be nothing more than a scandal sheet, or a 
slander sheet aimed at the American farmer. And for people who 
represent a large segment of the business of this Nation to come here 
and present us with something like this alarms me, to say the least, 
especially when business enjoys the greatest prosperity 1t has ever 
had. 

I picked up the paper this morning and saw that the stock market 
is at an all-time high. Business has grown while these proses 
have been in effect. They came from bankruptcy when these pro- 
grams were in effect to the greatest freedom they have ever had. I 
do not understand it. 

I would like to ask you this question. What is the chamber’s at- 
titude on what I call “hobby” farming? Do you think that a banker 
who owns a farm should be allowed to file an income tax return and 
write off the improvements on it ? 

Mr. Garver. We have no position on that, to my knowledge. 

Mr. Bass. Why do you not take a position on things like that? 
You have a position on farming. We asked you a half dozen ques- 
tions about business operations and you said that you do not have a 

osition. You are nota farm group. You do not represent farmers. 

“ou are not supposed to, yet you have a position on everything, but 
you do not have any position on business. 

Mr. Garver. I think there was only one item previous to this we 
said we did not have a position on and that was with regard to the fair 
trade laws. When I say we do not have a position on that I say we 
do not know. The tax structure and the reorganization of it is under 
study and our recommendations have been made by our taxation and 
finance people. Whether they have or have not made a recommen- 
dation on this one particular application of it I just do not know. 

Mr. Bass. Have you taken a position on the President’s request to 
increase the interest rate ? 

Mr. Garver. Yes, we have. 

Mr. Bass. What is your position ? 

Mr. Mires. We favor it. 

Mr. Bass. You favor increasing the interest rate ? 

Mr. Mires. That is right. We favor the two positions, one with 
respect to the interest on the E-bonds, and the other is releasing the 
vahog on long-term bonds. 

Mr. Bass. In other words, you are for interest rates going up? 

Mr. Mites. We are not for that at all. I did not say that. We 
are for permitting the Treasury the greatest possible latitude in 
financing the debt. That is what 1t amounts to. 

Mr. Bass. In other words, they would not need this authority if 
the interest rates would not go up ? 

Mr. Mites. They might or might not go up if the ceiling is taken 
off. You have short-term money and long-term money. I am not 4 
financier and I cannot answer your question, but I think that I know 
this about it—what you are actually doing there is giving the Pres- 
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jdent an opportunity to finance the Nation’s debt as economically as 
possible. 0 : 

Mr. Bass. You think raising the interest rate will make a more 
economical operation for the Government ? 

Mr. Mites. That is right. 

Mr. Hacen. I would like to get something in the record. The 
gentleman here made one very significant statement with respect to 
controls. He said that the fact is the farmer is willing to accept con- 
trols because controls really do not control. é 

I want to point out that that is the fault of Congress. The high 

rice support program could be made to work if there were controls. 
They may not be desired by some people, but they would work in the 
direction of maintaining some relationship between supply and de- 
mand, but the Congress has never permitted it for political reasons. 

I would like to comment on the new corn program. There has been 
a lot of criticism directed at the corn program, yet the corn program 
has been no different than the program for several crops, the so-called 
mandatory nonbasics, that the Congress established years ago, which 
in effect endorsed the philosophy of the present corn program. 

On page 13 of your statement you make a very significant statement. 
You say: ) 

“Many people like to think that costs or production determine prices, 
but in farming prices determine costs of production.” 

I would like for you to amplify that bit, please. 

Mr. Garver. Yes. The ultimate price that you can get for your 
product constitutes for you or me as a farmer the limit to which we will 
go in producing and we can afford to pay higher costs as well as spend 
more money to produce if the price is high than we can if the price is 
low. Soa high price makes for high costs and a low price makes for 
low costs. 

Mr. Hacen. The corollary to that would be that we have an over- 
sized agricultural economy because we have a very high cost factor on 
a lot of production ? 

Mr. Garver. That is correct. : 

Mr. Suort. I have just one brief question: Does the national cham- 
ber of commerce have any ideas; have they come to any conclusions as 
to why some of the agricultural commodities that have never had any 
support program happen to be in a little better price position than most 
of the commodities that have had a price support program ? 

Mr. Garver. Yes, Mr. Short. We have studied some of them and it 
is our conclusion they are in a better position because they have been 
oriented to what the market would take and their cost structure, their 
production scheduling on the farm is geared to that. 

Mr. Suort. Do you believe that those same economic principles 
would have worked for the other commodities to the same degree and 
that the presently price-supported commodities might conceivably be 
in a better price position today without a support program ? 

Mr. Garver. Yes. 

Mr. Snort. It has been emphasized today that this price support 
program has been very beneficial to some segments of our agricultural 
economy. Now, with particular reference to wheat, are you aware of 
the fact that under this program, presumably for the benefit of the 
wheat farmers, that North Dakota under the application of this pro- 
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gram, the working of this program, the mechanics of this program, 
havé lost 1 million acres of wheat? I do not think that that can be 
construed as being in the best interest of the overall industry as far as 
our State is concerned. 

Mr. Garver. It would be our position if you had not had a price 
support program on wheat you would have not lost that 1 million 
acres of wheat ? 

Mr. Snort. I certainly concur in those views. We have rather 
high quality wheat up there, and I think if this program could have 
been curtailed to some extent at the end of World War II when it 
should have been curtailed, we very conceivably would be in a much 
better position in our State today. 

Certainly, I think many of us who have spent our lifetime in agri- 
culture recognize there are many shortcomings about the economics 
of agriculture. No one has been more aware than I in several in- 
stances of the unfairness of prevailing prices on many agricultural 

roducts, including the one for cattle that I happen to be particularly 
interested in at the present time and which is presently in a very 
satisfactory position. The device that we have used, it seems to me, 
as the gentleman from California pointed out a few minutes ago, 
could have worked if Congress had seen fit to allow it to work, as it 
was in theory set up to work in the first place. There has always 
been a minimum applied. There have been minimums below which 
price support programs could not go. If it was in the public interest 
on the part of the Government to provide some protection for the 
American farmer pricewise, they defeated the objective by injecting 
these provisions from time to time which in most instances were in- 
jected because it was going to be perhaps a little painful to the farmer 
to be subjected to this readjustment for a little while. 

Mr. Garver. I think that that is true. Our committee people feel, 
even if you had made it work, even if you had really put it on an 
absolute physical quantity limitation and then followed through and 
then restricted it from going over into the other commodity, you might 
say milking that commodity, if you had this fence around it really 
tight so there was no way out, we sincerely believe two things would 
happen: first of all, you could not do it without approaching police 
state methods—which I got into trouble about this morning—but more 
important than that, the farmer finds himself under such pressure he 
feels he has to make out some way, and before very long whatever 
benefits that accrue from that become capitalized so he has a higher 
capital cost and does not get any income from it. 

Mr. Snort. Has not the farmer emphatically registered his dis- 
approval of being restricted too much in his operations? 

Mr. Bass. Will the gentleman yield ? 

Mr. Suort. Yes. 

Mr. Bass. Every single program we have is approved by the farmers 
by two-thirds majority or they would not have them. 

Mr. Suorr. Will the gentleman answer one question? Do you 
think that the referendums offered to the wheat farmers, for instance, 
are a fair referendum ? 

Mr. Bass. Just as fair as your vote for Congress. It is just as fair 
as the choice between Democrat and Republican. 





GENERAL FARM LEGISLATION 251 


Mr. Suort. If he believes the Democrats have a better deal, he can 
vote that way. 

Mr. Bass. He has a right to choose the better deal. You said he 
objected to all this. But by his own vote he thinks it is a better deal. 
He chose it in referendum by over a two-thirds majority. 

Mr. Suort. What percentage of the farmers voted to make that 
choice 

Mr. Bass. Everyone that voted. I would say as large a percentage 
as we have voting in the elections to choose the President of the United 

tates. 

, Mr. Atsert. Why do we not let the committee members settle their 
differences when we do not have witnesses present ? 

Mr. Snort. I would like this question in the record if I may. 

Mr. Garuines. Very well. 

Mr. Suort. I admire the gentleman from Tennessee, a good friend 
of mine. If he believes in referendum, would he be in accord with 
the referendum that would offer the wheat farmer a choice between the 
present program and 50 samaaee of parity and no controls? 

Mr. Bass. I voted for that amendment. 

Mr. Suort. No, you have not. The farmer has never had an op- 
portunity to vote on that. 

Mr. Bass. I said I voted for such a program; the one the President 
vetoed was that very program. 

Mr. Suort. I, did too. I voted with the gentleman, to the disap- 
pointment of some of my colleagues. 

Mr. Hagen. It was not a choice between 75 and 50. It was between 
90 and 50. 

Mr. Suort. The bill we talked about was not quite the choice. I am 
glad to hear the gentleman say he would support an effort to give the 
wheat farmer an opportunity to vote on a choice between 75 percent of 
parity and compliance with his present allotment, and 50 percent of 
parity and no control. 

Mr. Bass. Waitaminute. I am not for any support price if you do 
not have control. I am for zero support if you do not have acreage 
control. 

Mr. Snort. In other words, you think the farmer should have no 
ee on the part of the Government in the event something far 

yond his wildest expectations happens to prices like back in the 
thirties ¢ 

Mr. Bass. I think he should have absolutely no guarantee whatever 
on prices if he is not willing to control his production in line with the 
demands of the market for his commodity. 

Mr. Suorr. You believe then that I should have a controlled pro- 
duction for my livestock business ? 

Mr. Bass. I did not say that. If I were going to support your live- 
stock business, I would say you had to have controls. 

Mr. Suorr. I do not want any support and I want no controls. 

Mr. Bass. If I give you support, I am going to control your pro- 
duction. We have done that in my tobacco area and that is the reason 
the tobacco program has never cost the taxpayers a dime, which is 
because we control production. If you did it in wheat, you would 
have no problem. 
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Mr. Axsert. I do not feel like detaining the gentlemen much longer, 
but I would like to ask a very few questions. 

In your judgment, will farm production be more or less without 
restrictions ¢ 

Mr. Garver. My frank opinion and the opinion of members we have 
talked to about this is that the controls are not controlling overproduc- 
tion. More specifically, the thing Mr. Short was talking about, the 
choice they had in the referendum between acreage allotments, that is 
not in itself a control nor is the marketing quota an effective control, 

Mr. Avsert. That can be the fault of the law and not of the prin- 
ciple. These are two different things. We could make it a condition 
of price supports that there would be absolute control. 

Mr. Garver. That he could not produce any more bushels or bales? 

Mr. Auzert. Put controls on a bushel basis. 

Mr. Garver. That he could not engage in any other agricultural 
commodity production ? 

Mr. Ausert. Do that, and give him the choice of that or nothing. 

Mr. Garver. That is where we believe he will reject controls. 

Mr. Apert. He may do it. That has not been tried on anything 
except tobacco. I think it has been pretty well tried on tobacco. 

——— prices be higher or lower, in your judgment, without sup- 
ports ¢ 

Mr. Garver. I think in the short run they would probably be lower, 
especially with stocks of Commodity Credit hanging over the market 
and the result would be some producers would quit producing or shift 
to commodities where the relative price is better. 

Mr. Axsert. Is it the position of the U.S. Chamber of Commerce 
that it is opposed to all price supports at any level ? 

Mr. Garver. No; I think you will find in my statement the recog- 
nition that an exception needs to be made for standby programs whic 
protect farmers against an undue share of the burden of price decline. 

Mr. AxBext. Where would you put that? At what level? 

Mr. Garver. It would have to be worked out for the different com- 
modities, and one criterion we would go by would be at a level which 
in normal conditions like we have now, with a stable or growing de- 
mand, that it does not result in its being sold to the Government. 

Mr. Ausert. Of course, if we had the cotton crop we had in 1921 or 
the wheat crop we had in 1958, it would not make any difference 
whether the support price were 25 percent of parity. You would fill 
a lot of Government warehouses. The cost is not limited to the ini- 
tial loan or takeover by the Government. The cost is the continuing 
cost, the storage bill which you start building up once you take over 
1 pound or 1 bushel of something that you cannot dispose of. Is that 
not true? 

Mr. Garver. I think whether you would have had the crop you had 
in 1958 without price supports is something we could argue about and 
disagree. I think we would have to concede there can be weather varia- 
tions in yield, et cetera, due to nature. 

Mr. Apert. The weather would have brought the crop regardless 
of price supports because all kinds of land, good and bad, had record 
crops. That was true on efficient and inefficient farms. The weather 
was very good in 1958 and the crop was very large. 
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Mr. Garver. I do not know if you will insist on this being in the 
record. An informed guess of membership reaction would be, since 
we have discussed this in the Agriculture Committee a number of 
times, this very situation of an unexpected glut of production, that 
could be one area where price support should be effective and should 
stabilize, but you bring in the political question of whether the pro- 
ducers next year would want that put back on the market to yodined 
the price the following year. 

Mr. Apert. We are always giving price support programs the 
blame for things that would have happened without them. We had 
production goals in the Korean war. When the war ended, every 
farmer had been asked to plant more wheat. We got part of our sur- 
plus that year. 

Then in 1958 we had good weather. Those two things, in my judg- 
ment, if really sndhyeedl impartially—those two factors had more to 
do with the wheat surplus than anything else because when price sup- 
ports were 90 percent of parity we did not get the production we are 
getting at a much cheaper price, $1.80 a bushel at 75 percent of parity. 

Examine the wheat production figures for the years when we were 
still at 90 or close to 90 percent. It was less per acre, than it is now. 
The acreage was larger when we came out of World War II, we gradu- 
ally went down to 55 million acres, and still production was lower at 
the end of the war than now. A lot of organizations and the press 
have been making statements that are beneath the dignity of those 
with a high degree of public responsibility. They have not examined 
all the facts. The farm program, like any other program, should be 
the subject of valid criticism, but it should be based not on just truth 
but on the whole truth, a notion which we have developed in our Anglo- 
American system of jurisprudence as being the only way to determine 
matters. 

I think if your statement or any editorial I have read on the subject 
of wheat were subjected to a conference of top scientists and econ- 
omists in this country who would study the thing objectively, they 
would come up with the conclusion that in a lot of instances moun- 
tains have been made out of molehills of fact. 

Do you not agree with that? 

Mr. Garver. It is quite often the case, but going back to wheat, I 
think you will agree the price that has prevailed on wheat over the 
past several years has been a driving influence to keep the acreage up 
and keep production coming. 

Mr. Apert. I agree with that, but I do not think it is the whole 
cause. I think you put that part of it out of perspective. I think 
there is no question about it. I think everybody criticizing the pro- 
gram has done that. 

One other thing. You said it is time to get out of this program. 
You do not think the adjustment will be as harsh or as cruel as some 
might think. Is the U.S. Chamber of Commerce willing to go on 
record as saying in one fell swoop we will abolish the farm program ? 
Is that not the substance of your statement ? 

Mr. Garver. We would abolish price supports and controls. 

Mr. Ausert. Price supports. You will do it now and you will do 
that in spite of the fact that one of your strongest State organiza- 

41478—59——17 








254 GENERAL FARM LEGISLATION 
tions, the Illinois Chamber, had a representative here this morning 
who said it ought to be done gradually ¢ 

The most conservative farm organization, the American Farm 
Bureau Federation, not only wants it done gradually, they do not 
even want Congress to give the Secretary of Agriculture the discre- 
tion as to the degree in which it shall be tapered off, but the Congress 
shall make the decision as to how gradual the decent from high con- 
trols will be. 

The Secretary of Agriculture, who has become the most popular 
Secretary of Agriculture in the chamber of commerce of this country 
in the history of the country and probably the least popular among 
the farmers of this country, has said repeatedly the decline should be 
gradual. He knows and he admits that the impact upon agricul- 
ture would be such that we would have a WPA program for the dis- 
placed farmers starting the very year after we got out of this pro- 
gram in one fell swoop, in my opinion. I think that is the opinion 
of every organization that has studied this subject and made recom- 
mendations about it except the U.S. Chamber of Commerce. 

Mr. Garver. Mr. Albert, in our discussions of this, this has been 
much evaluated, this question of gradualness. I do not think our 
membership objects to the gradualness, but we have got to what 
amounts to a crisis now where we have $8 or $9 billion of stocks hang- 
ing over the market. The more gradual you make this thing the 
more you add to them and the longer you postpone the day of reckon- 
ing in the farmer’s mind when he has to come to the market. 

I think we do differ with the Secretary and with the Farm Bureau, 
if Mr. Shulman’s definition of reasonable support means something, 
as in the corn program, where we think you will get corn for Govern- 
ment storage and therefore that is not the step that needs to be taken. 

The corn farmers this years are producing corn for sale to the Gov- 
ernment where they ought to be producing it for what they think they 
are going to get in the market. We think this gradualness only drags 
out the damage the program is doing. 

Mr. Atzert. You have been more honest than some others in this 
one approach. What you are saying is true. You cannot support 
anything at any reasonable level without controls. The farmers and 
the Congress and the Department of Agriculture and everybody in this 
country have to make up their minds to that. You cannot support at 
60 percent of parity any major crop in this country without having the 
Government really get in the business in a big way unless the restric- 
tions are real and you cannot get around it. You are going to have to 
have control or you are going to put the Government into business much 
greater than it has been in business under this control program even 
though the control program has not been completely effective but only 
partially effective. 

Yours is a great organization. You represent a great part of 
America, but I think your statement is too hard even from your point 
of view. I think it represents an approach that we should get away 
from in this country. Every time you folks talk you make farmers 
and labor mad, and it seems to me these great organizations that repre- 
sent these great segments of our economy should start trying to work 
together, especially when dealing with the other fellow’s problem, work 
toward something that will be fair and profitable for all. 
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Mr. Hacen. Mr. Chairman, I want to commend the gentleman from 
Oklahoma, who seriously tries to do something about this farm pro- 
gram. I want to ask him one question. In all sincerity, do you think 
the farmers responded to production goals because the Government 
asked them to or because they thought there was a profit ? 

Mr. Ausert. Because they thought there was a profit. The goals 
had to dangle high price supports and unlimited production out be- 
fore them. 

Mr. Hagen. It was not patriotism. 

Mr. Apert. I do not want to question the motives of anybody. It 
might have been patriotism, too. A lot of. farmers who had retired, 
wee boys in the service, pulled out the old cultivators and went to 
Work. 


ream I would say most of that large production was because 
of that. 


‘ " TAC ‘ ‘ , y r rh oA > 

Mr. Garuines. Thank you very much, gentlemen, for your appear- 
ance here today. 

The chairman announced a meeting of the full committee for next 
Tuesday at 10 a.m., in executive session, and then at 10:30 an open 
session. That is Tuesday, July 7. 

(Whereupon, at 1:20 p.m., the subcommittee adjourned. ) 





GENERAL FARM LEGISLATION 


TUESDAY, JULY 7, 1959 


Howser or REPRESENTATIVES, 
CoMMITTEE ON AGRICULTURE, 
Washington, D.C. 

The committee met, pursuant to recess, at 11:15 a.m., in room 1310, 
New House Office Building, Hon. Harold D. Cooley (chairman of the 
committee) presiding. 

The CuarrMANn. The committee will be in order. 

Mr. Morris, we will be glad to hear you now. 

Let me say we have about 40 minutes before we have to recess at 
12. It is quarter past 11 now. We have Congressman Neal Smith 
following you and then Mr. Floyd Root. You may have about 15 
minutes each. 


STATEMENT OF HON. TOBY MORRIS, A REPRESENTATIVE IN 
CONGRESS FROM THE STATE OF OKLAHOMA 


Mr. Morris. Mr. Chairman and members of this distinguished com- 
mittee, my remarks will be brief. I recognize the propriety of time. 

I want to express to you, Mr. Chairman, and members of the com- 
mittee, my deep appreciation and gratitude for your permitting me to 
make this statement. I would like permission of the committee, in 
order to be brief, to later, if I decide to do so, file a written statement 
and more thoroughly elaborate on the subject matter. ~- 

The CHatrrMaAn. Without objection you may be permitted to do that. 

Mr. Morris. First, I would like to make a very short general state- 
ment and then proceed immediately to the discussion of a bill which I 
have introduced. I have just made a few notes here. I have no 
written statement at this time. 

The importance of the farm program is, I believe, much greater than 
many recognize. I know that this distinguished committee, and I say 
it in all sincerity, is as able to cope with this problem as any group in 
America could possibly be, and yet the problem is so difficult that I 
know that you distinguished Members of Congress, this committee, will 
welcome ideas of others who are not on the committee. 

I want to say that I have the highest, the deepest and the sincerest 
respect for the chairman of this great committee and for all of the 
members of this committee. I know you are dedicated to the proposi- 
tion of doing the thing which will be to the benefit of our whole society 
and of course with primary thought as to the farmer. 

_ Talso suggest this to you for whatever it is worth: That I believe it 
is incumbent upon all of us to be as patient as we can and to take as 
much time as possible to thoroughly investigate these various ideas 
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that might be of some benefit to all of us. I believe it was the old 
Roman philosopher, Seneca, who said that haste trips up its own heels 
stops and fetters itself. Sometimes in our haste we do not doa good 
job. LIamsure that you gentlemen will take sufficient time to carefully 
examine these various ideas. ” 

Now as part of my general statement, I am about through with it, 
I want to get down to the bill itself. I would like to say this: That 
what I think all of us should try to do to the very best of our ability 
is to start a back-to-the-farm movement. If we just stop it where it 
is now, we still are not going to do the best job, in my judgment. 

There are millions of American citizens in towns and cities that 
would like to be back on the farm. . In 1910, and I am sure you are 
familiar with these figures but I want to reemphasize them so as to 
call them to your attention, in 1910 we had population of 34.9 percent 
on the farms. Today it is something less than 12 percent. 

Now I call this to your attention. There is bound to be a reason 
why the farmer has been moving away from the farm to the city. 
Before the program of acreage allotments and price supports came 
along, the farmer did not have in the scheme of things, he did not 
have a fair setup then. I was partly raised on the farm. I remember 
when cotton a for 5 cents a pound and wheat for 35 or 40 or 50 
cents a bushel. I remember how my own people labored, and other 
good honest people labored, worked and made a big crop and then 
received almost nothing in return. So there was an incentive for 
people to move off the farm, and it is still going on. 

In order for us to have the best society, ladies and gentlemen of 
this committee, we must have, as I see it, a strong, good program for 
our laboring people, for the manufacturer, for management, and for 
the farmer. 

_My theory and idea is not just to help the little fellow alone; I want 
to see justice meted out to the big man as well as to the little man. I 
just want to see justice done and we are not doing justice to the farmer, 
in my judgment, as yet, but I hope that we will. 

The bill that I filed, H.R. 7652, deals only with wheat. But if this 
formula is good, and it may not be good, but if it is good, I would like 
to see this same formula applied to other crops and particularly to 
cotton and peanuts. The rice people and the tobacco people maybe 
would not want this at all, but I believe that if this formula is good 
aot wheat, it will be good as to peanuts and cotton and maybe some 
others. 

Now here is what my bill provides: 

For the wheat farmer, 4 guarantee of 100 percent of parity for the 
first $2,000 worth of wheat crop raised and marketed, 75 percent 
for the next $8,000, and 50 percent for the following $30,000 crop. 
There is no guarantee above that. It will in my judgment bring about 
voluntary reduction by the big, big farmer. 

For example, if a farmer raised a thousand bushels of wheat and 
the parity price to $2 per bushel, he would be entitled to $2,000. 
However, should his wheat only bring $1.80 on the open mar- 
ket, the Government would pay him $200 or the difference between 
the market price and full parity. The farmer raising a larger crop 
would be reimbursed proportionately in accordance with the scale. 
The payments would be direct to the farmer. 
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My bill is designed to simplify and reduce the cost of operating the 
agricultural department, especially for storage, and at the same time 
provide a decent income to millions of people, thereby reducing un- 
employment. In other words, my pee will permit the law of supply 
and demand to have complete and free operation. There would be no 
controls, but it would guarantee a fair price to the small farmer and 
even larger ones for what they raise at less cost in my judgment to 
the taxpayer. : 

Now, some people would object to this and do object to this on the 
theory that it is a subsidy, a direct subsidy. That is true; it is. But 
statistics oe that the farmer actually receives a very small per- 
centage of subsidy compared to other segments of our society. 

As an example, from 1932 to 1952, the tariff in this country cost 
taxpayers, the consuming public, $40.8 billion. During that same 
period of time, from 1932 to 1952, the cost to the taxpayer for the 
support price for farm products was $1.2 billion. In other words the 
consuming public, the taxpayer, gave to the manufacturers in this 
Nation 40 times as much as they gave to the farmer in the way of a 
subsidy. 

ie I do not object to the tariff at all. I have no objection to that. 
I think they are entitled to some reasonable tariff ; there is no question 
about that. But why is it fair, why is it right to give these enormous 
subsidies to one segment of our country and not give it to the other ? 

I have heard a lot of people say let the law of supply and demand 
work as to the farmer. That would be fine if everybody else did, then 
he could live on 5-cent cotton and 50-cent wheat because he could buy 
clothes and other things for a third perhaps of what he is paying for 
them now, or a fourth ora fifth. So I say as long as we have subsidies 
for manufacturers and for the shipping industry and for slick maga- 
zines and all these other subsidies that you know about, as much and 
perhaps a lot more than I do, you have studied those, as long as we 
have those subsidies, of course, the farmer, and especially the small 
farmer, is going to have to be subsidized if he is to live. He just can- 
not exist without it. . 

Gentlemen, that just about concludes my statement. I realize that 
this formula that I have might not be the solution. I have no pride in 
authorship at all and, believe it or not, I want to make this statement 
from the depths of my heart. I am definitely not playing politics 
with this matter. As a matter of fact, I expect it will hurt me poli-. 
tically more than it will help me. I do not think it will help me po- 
litically, at least at present, if this bill should ever become law. But I 
do believe it is good, I believe it is sound, I believe it is wise. 

I appear here today, whether my position is good or not, for the one 
and sole purpose of trying to contribute something if I possibly can 
contribute it to this great committee, and I would like for you to think 
about it at least, and I am sure that your thinking will be as good as 
mine and no doubt a lot better than mine. 

If this is not the solution, then I have great confidence in you ladies 
and gentlemen that you will come up with some kind of solution even 
if it does not have any aspects of this formula that I have presented, 
but I am hoping, gentlemen, and I am actually praying, that this great 
committee can come up with a good farm program. 

T believe that is all, Mr. Chairman. 
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The Cuarrman. Thank you very much, Mr. Morris. 

Mr. Garurnes. I want to say to the gentleman from Oklahoma that 
I do not agree with the proposition he brings to us this morning. 

What you do is give 100 percent of parity to the small grower of 
his crops, is that ci d 

Mr. Morris. No. 

Mr. Garuines. If a man is just a little larger grower, you reduce 
that level of parity. When you get to a large farmer, you give him 
only 50 percent of parity, is that right ? 

Mr. Morris. The gentleman is not quite correct, but nearly so. 

The big man would get the same guarantee of the $2,000 as the little 
man. He would get the same guarantee for the first $2,000. 

Mr. Garuines. The gentleman from Oklahoma recognizes the fact 
that 20 percent of the farms in America produce 80 percent of the 
crops ? 

Mr. Morris. Yes, sir. 

Mr. Garuines. We may get to a situation where we need these 
crops and need them badly. 

In 1951 they called on the cotton farmer to produce 16 million bales 
of cotton and in 1952 said to him we need 16 million bales more. Now 
we might get into a situation like that. 

Mr. Morris. Yes, sir; we certainly might. 

Mr. Garuines. And the farmer did deliver in 1951 and 1952. But 
as a matter of fact, we lost our markets abroad because of the fact that 
we needed that cotton here in America. We were going into a war 
economy. 

Mr. Morais. I have the same high regard for the distinguished gen- 
tleman as he has for me. Even though he might not agree with me, I 
still respect his views and his ability and devotion to duty here, but 
the answer to that would be to have a trial run on it and have a limi- 
tation on it, say for 1961, 1962, something like that, and see how it 
works. 

Mr. Garuines. Now what if we were to provide a subsidy for the 
airlines and it would be applicable to those airplanes that have two 
motors, we would not let it apply to four-motor ships at all, and you 
would not have a shipping subsidy that applied to more than such and 
such a tonnage vessel, and on down the line, you would not have any 
tariff benefits that would be applicable to a firm that had more than 
40 employees because it would not meet the gentleman’s criteria he 
brings to the committee. 

Mr. Morris. I would say this: this program that I have here is very 
similar to the graduated income tax. I see no difference in the theory 
that I present here, the fundamental theory, than the graduated in- 
cometax. Thesmall earner pays very little tax, the middle-size earner 
more, and the big earner a larger tax. 

Mr. Hacen. What percentage of these tariff costs are attributable 
to agricultural products. 

Mr. Morris. I am sorry, I cannot answer that. 

Mr. Hacen. We often hear the proposition that by lowering the 
price we do not lower production. Now you propose to lower the sup- 
port prices to certain classes of producers money wise ? 

Mr. Morris. Yes, sir. 


Mr. Hagen. You made the statement further, this would result in . 


their reducing their production. 
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Mr. Morris. I think it would because if the market would not sup- 

rt it, they would soon find it would be uneconomical for them to raise 
it. There would be no incentive for them to raise something they could 
not sell or could not get any price for. 

Mr. Hacen. In other words, you do not subscribe to this proposition 
that by lowering the price you do not lower production ? 

Mr. Morris. No, sir; you increase production. When you lower the 
price you increase production. That is just commonsense and funda- 
mental. 

Mr. Hagen. In the case of these big growers who you are going to 
give the lower support price to, you thought they would go out of pro- 
duction ? 

Mr. Morris. Yes, sir; but it would finally produce this result: The 
small farmer and middle-size farmer are the ones that would thrive 
under this and the ones that should thrive. If we are going to turn 
agriculture over to business, we are going to lose something in America 
that we should not lose. 

Mr. Avzert. I should like to say that my colleague represents in 
distinction and earnestness his district, the largest district in Okla- 
homa areawise, the largest in production of agricultural commodities, 
the leading cotton district in Oklahoma, has the leading peanut county 
inthe State. It leads in feed grains and it is one or twoin wheat. He 
certainly speaks for a tremendous number of farmers when he comes 
before our committee, and I know the committee will give consideration 
to the intensive study he has made of the problems of his constituents. 

The CuarrmMan. Thank you very much. 

Mr. Morris. Gentlemen, you have been very gracious and very kind. 
I appreciate it very much. I ask that you consider it. If you think 
it is not good, why throw it away, but please consider it. 

The CuarrMAn. We will now hear Congressman Neal Smith. 


STATEMENT OF HON. NEAL SMITH, A REPRESENTATIVE IN 
CONGRESS FROM THE STATE OF IOWA 


Mr. Smirn. Mr. Chairman, I have a statement here which I would 
like to file in the interest of time and just briefly go over some of the 
highlights of it. 

(Prepared statement of Mr. Smith follows:) 


STATEMENT OF Hon. NEAL SMITH, A REPRESENTATIVE IN CONGRESS FROM THE 
FirtH DIsrTrRictT oF THE STATE oF IOWA 


BASIC FACTS 


Seventy percent of our new wealth comes from farm-produced crops and 30 
percent is derived from mining, fishing, and other sources. All of our wealth 
results from the conversion or reconversion of this new wealth. Unless the 
standard of living in the United States is raised drastically, or until the popula- 
tion increases by about 35 percent, the new wealth we have the capacity to pro- 
duce at the present time will furnish more raw products than would be converted 
at a reasonable profit for our use. Except in time of war, the American people 
have never been willing to use the Government to the extent necessary to assure 
distribution of all the products that could be converted from the new wealth we 
are capable of producing. 

Through supercorporate combinations, industry has the power to limit the 
production of their goods to the amount that can be converted and sold at a profit. 
Through the 40-hour week, overtime pay provisions, and the minimum wage, the 








262 


GENERAL FARM LEGISLATION 


work in these industries has been divided to a great extent. Factories where 
employees worked 60 hours per week during the war now are on a 40-hour week, 
In spite of the fact that industry is receiving a huge subsidy from the $40 billion 
per year defense spending, the steel industry, which converts a large portion of 
the new wealth derived from mining, is now operating at less than three-fourths 
of capacity. Many years ago, Andrew Carnegie and his associates pyramided 
the corporate steel structure and so organized the steel industry so that both 
prices and supplies can be administered, and again following World War II, the 
reduction in supply to balance the demand available at the administered price 
was promptly put into effect. 

The farmers have no such structure to cut back production. They were asked 
to and did, during the emergency period, expand their production by using tech- 
nology that had been known for 50 years but not used and by replacing horses 
and mules and small machinery with larger machinery. Since there are millions 
of farmers without any supercorporate structure, they have no way to reduce 
their production to the amount that can be sold in our economy at a reasonable 
profit. Farm operators have had no way to divide the production so that they 
can reduce their average 65-hour week back to a 40-hour or even a 50-hour week, 
If the farmer’s workweek had been so reduced, millions of efficient farmers would 
not have been driven from the farm to replace city workers or join the ranks of 
the unemployed. Since unemployment in May of 1959 was 159 percent of the 
number unemployed 6 years earlier, it is obvious that jobs are not waiting for 
replaced farmers who average more than 50 years of age. Farmers will not be 
able to reduce their workweek unless (1) they can make enough profit per unit 
so an efficient farmer can make a living by working a normal workweek, and (2) 
there is a way to equitably divide the production so that a farmer working a 
normal workweek will have such a market for the units he produces. 


THE OPEN MARKET 


Expecting an open market alone to do this for agriculture is penalizing farmers 
drastically for increased efficiency by making them give away the abundance they 
produced and would be expecting too much of an open market. The principal 
purpose of an open market in the present agricultural situation is to efficiently 
distribute our abundance. When there is no big shortage or excess of supply of 
any commodity, the open market can establish a fair price and feed the supply 
efficiently to the consumers; but to expect the open market to gage supply and 
establish a fair price for basic agricultural commodities under present circum- 
stances is expecting too much of the open market and giving it a bad reputation 
in this field that it does not deserve. 


OUR ALTERNATIVES 


In other words, we have a choice of either finding a way through Government 
for farmers to divide their production and gage it to the Nation’s needs or the 
alternative will certainly be that a supercorporate structure will emerge wherein 
a relatively few non-Government nonelected officials determine the supply and 
price of our food. We are heading toward the latter alternative very fast. 
There are now 4 million less farmers than 6 years ago working approximately the 
same 60- to 65-hour week and for less money. Farm assets are now only 83 cents 
of each $1 compared to $1.87 for each $1 owed 15 years ago. Thus the farm 
financial situation has become ripe for an integration drive, and it is well 
underway. 

If we conclude this trend with fewer farmers each working a 65-hour week in- 
stead of a full compliment of farm producers each working a normal workweek, 
we will have failed to preserve the capacity to expand farm production with the 
flexibility needed for national security and to assure a sustained supply of food 
and fiber at a reasonable price. This is true because farmers working a 60-hour 
week cannot increase their workweek very much, and skilled farmers who have 
moved to the city will not lose their seniority in a plant to return to farmwork. 


HUMANS WILL REPLACE THE HORSES AND MULES 


In the past 20 years, there has been one principal increase and one principal 
decrease in the demand for feed grains. The decrease has occurred from the 
fact that millions of horses and mules have been fed to the dogs and replaced 
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with tractors. The feed they ate must now find a new market that will pay for 
the gasoline for the tractors. 

The increase in consumption has occurred as a result of an increase in popula- 
tion. This increase has been so great that it has absorbed the increased pro- 
duction. The total of food grains and feed now stored is approximately equal to 
the amount of the same that the horses and mules would have eaten if we had 
used them for draft purposes instead of feeding them to our dogs. 

This would indicate that if popuiation and productivity increases continue at 
a similar rate, the additional productivity will be absorbed by the increased 
population. However, almost all agricultural economists agree that the popula- 
tion will increase faster than productivity. The increase in population should 
be enough to absorb both increased productivity and the food that can be con- 
verted from the feed that horses and mules ate when they were used for draft 
purposes. After that time has arrived, we will have to find new land and farm- 
ers or face a food shortage. While we stand amid abundance, we can predict 
that during this century and during the lives of many of us, American citizens 
will either be rationed on meats and protein products or they will be so high in 
price that consumption per person will be reduced. In other words, the cereal 
diet of many countries will begin to replace our protein diet. 

Under all these circumstances, it seems to me that our goal should be to pre- 
serve our extra productive capacity and the family farm structure and release 
it as it is needed to assure an abundance of food. This is especially in the in- 
terest of consumers. 

The alternative is to have surplus and scarcity alternating just as high profits 
and bankruptcy would alternate. After each period of bankrupt prices fewer farm- 
ers would survive until eventually the factory-type, collective farm would emerge 
as the average farm unit. This would destroy the middle income farm struc- 
ture and substitute for it a structure such as exists in agriculture in so many 
other countries; namely, a few high-income persons and a lot of low-income 
workers. This also would leave agriculture in a position where administered 
prices could replace competitive prices, and for this the consumer would pay 
dearly. Violent fluctuations are also hard on consumers who are largely on 
fixed incomes. An example of this is potatoes which are now just twice as high 
as they were a year ago. The same thing will happen to protein products unless 
some program is devised to help give us the reasonably stable prices the President 
says are in the national interest. 


HOW CAN WE ADJUST? 


If we are to divide production equitably and provide stable prices, we must 
withdraw and increase either labor, capital, or land as needed or some combiha- 
tion of the three for those are the three ingredients that produce our food. If 
we were to withdraw capital, we would not preserve our extra capacity to pro- 
duce and to expand production when needed. In order to withdraw labor, we 
must withdraw land. 

It seems to me there are two basic ways to accomplish the withdrawal of land 
and be within the long-term goals for consumers and farmers. One is for the 
Government to set the production goals and lease the productive land not needed 
to meet those goals. This is the “soil bank” method. The other way is to set 
production goals and offer some insurance that if he withdraws some land, the 
productive land remaining will give an efficient family farmer a reasonable income 
if he works a reasonable workweek. 

The soil bank method would mean a continuing large appropriation of Federal 
money. The latter method would mean a small total cost to the taxpayer if set up 
properly. The latter method is embodied in H.R. 7710 and in some other bills 
before your committee. 


STABLE SUPPLIES OF FEED GRAINS HELP PERISHABLES 


It seems to me that proper division of the production of basic commodities can 
go a long way toward stabilizing the price of basic perishable items such as meats, 
poultry, and dairy products—we are now again seeing feed grain prices at only 65 
percent of parity wreck the poultry and pork markets. Live hogs are already 
down to $15 per hundred which is a drop of 25 percent in one year and a bigger 
crop and lower prices are on the way. The consumer is not getting the bene- 
fit from the farmers’ loss either. Loins are $56 per hundred wholesale while 
the live animal brings $15 per hundred. 
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FEED GRAINS 


Lowering the support prices as the method of balancing production with con- 
sumption has again failed miserably, and the farmer is again paying the bill for 
the costly retrial of this method. It is also ridiculous to pretend we can adver- 
tise our way out of this predicament. On the other hand, the basic laws of supply 
and demand, when properly applied as in the case of tobacco, have worked. Ex. 
perience has shown us that some improvements can be made, and so far as feed 
grains are concerned, I have attempted to insert the needed improvements into 
H.R.7710. H.R. 7710 would briefly operate as follows: 

(1) Corn, oats, rye, grain sorghum, and barley would be tied together as 
feed grains instead of being under separate programs, and each grain would 
be given a comparative value according to nutrient value. 

(2) Production would be equitably divided among farm units and each 
farmer would be free to raise whichever feed grain or feeds grains he pleases 
so long as the total feed grains raised does not exceed his total nutrient 
allotment as measured by comparative units. 

(3) Wheat raised without an allotment would be counted against the feed 
grain allotment for the farm. This would help avoid hurting the wheat 
program. Wheat farmers and others should also comply with a similar 
provision and quit hurting feed grain farmers. 

(4) Support nonrecourse loans would be limited to the normal production 
on the acreage allotment for the farm. Bushels raised in excess of normal 
yields would not be supported. This discourages heavy use of artificial pro- 
ductive formulas but permits some reward for high efficiency. 

(5) Since it is a voluntary program, an equalization payment is provided 
for feed grains fed by a producer so that livestock and poultry producers will 
not have to turn their grain over to the Government and buy replacement 
grain in order to receive some security of price for grain raised within an 
allotment. This would also encourage farmers who feed their grain to stay 
within the allotment. 

(6) Support loans and equalization payments on feed grains fed would 
be limited to those who stay within their allotment and observe cross 
compliance. 

(7) Feed grains in Government ownership in excess of a 114 billion bushel 
reserve would only be sold at the rate of 1 bushel for each $2 spent for meat, 
dairy, and poultry products purchased by the Government and distributed 
to the needy, institutions, and the school lunch program. Thus, grain held 
would pay for more than one-half of the protein foods cost. 

(8) It provides a referendum to let farmers decide whether they prefer 
this program. Feed grain farmers have never had an opportunity, like many 
other farmers, to vote for this type of a program. 

I believe the application of H.R. 7710 would: (1) assure an abundant supply 
of food for a longer time for more stable prices. It would avoid the low pro- 
ductivity and scarcity that follows periods of bankrupt prices for meat, poultry, 
and dairy products. If stable prices are a national goal as President Eisenhower 
hag said, then this feed grains program is certainly in the public interest, 
(2) It would permit farmers to divide production so they can make a living on 
the farm instead of moving to town to replace city workers. (3) It would cer- 
tainly cost the Government a lot less than the present program; and (4) it 
would provide for the conversion of feed grains now held in excess of needs into 
meat, dairy, and poultry products for people who need them. This program ap- 
plies the law of supply and demand, and while it is set for a 4-year period, it 
should need little changing when reviewed and extended. 


WHEAT 


In looking to a long-term program for agriculture, I believe we should recog- 
nize the shift in the importance of support prices under certain conditions. So 
long as production exceeds consumption, the support price is very important; but 
when a program is adopted to bring production below consumption, then the 
market price will be guided by the price at which the commodity in the Govern- 
ment warehouse goes onto the market. 

To use an example we have currently considered, I would like to review the 
wheat situation. The compromise bill turned down by the House provided basic- 
ally as follows: 











GENERAL FARM LEGISLATION 265 


(1) A 20 percent reduction in acreage resulting in a 16 percent reduction 
in bushels down to a total production of 1 billion bushels. 

(2) A payment in kind taking 125 million bushels from the Government 
bins and making a total market supply of 1,125 million bushels which is in 
excess of estimated consumption by 75 million bushels. 

(3) An increase in the support price from 75 percent to 80 percent. 

The provision in that bill for payment in kind would have resulted in an esti- 
mated unbalanced market, and, therefore, much grain would have gone through 
nonrecourse loans to the Ggvernment. Under the circumstances, the support 
rate would have been the guide for the market price and would have been at 
about 80 percent of parity. 

Let us suppose that the provisions of the bill were the same except— 

(1) There was no payment in kind, and thus the market supply outside of 
Government stocks would be 50 million bushels’ less than consumption; and 

(2) Nonrecourse loans were left at 75 percent of parity, but section 407 
was amended to provide that no wheat can be sold from Government stor- 
age at less than 90 percent of parity instead of at support price plus 5 per- 
cent (or 79 percent). 

Under those circumstances, the price in the marketplace would actually be guided 
by the price at which Government stocks were available, and therefore, the market 
price under the latter would be approximately 11 percent of parity more although 
the support price would be 15 percent of parity less. In the latter example, no 
new wheat would be going into Government bins, and the CCC would have a 
market for 50 million bushels of wheat it now has in storage and at a profit. In 
the latter case, wheat sold directly through regular channels would bring a great 
deal more than under the compromise bill. Thus the payment in kind feature in 
the bill actually took out of one pocket what it would have put into the other 
pocket for farmers who do not have storage for all their wheat and who sell to 
the market, and this is most farmers; and the cost to the Government through 
unbalancing the market would be far in excess of the value of the wheat it would 
distribute as payment in kind. 
I believe a long-term program should— 

(1) Never let a payment in kind gimmick unbalance the market, and 

(2) Amend section 407 so that prices received by the CCC for Government- 
held stocks are set according to a desired market price rather than the per- 
centage of parity at which nonrecourse loans are made. 


CONCLUSION 


I would urge the committee to adopt long-term programs for basic commodities 
which would— 

(1) Assure an abundant supply of food and fiber at reasonably stable prices 
by dividing the production of basics needed among farmers so that an effi- 
cient farmer can make a living on a 50-hour or less working week instead of 
moving to the city to replace a city worker ; 

(2) Depend less upon Government appropriations and more upon the 
market paying value for goods produced ; and 

(3) Provide a formula for converting stocks in Government storage into 
food and fiber for persons in need and for institutions. 

I believe the basic provisions of the tobacco program as amended and improved 
in H.R. 7710 would provide the general formula for all of the basic commodities. 
At least there should be a referendum to vote on having that kind of a program as 
an alternative to unstable consumer prices and ragged individualism. 


Mr. Smiru. I want first of all to say that what I am trying to do is 
to present a specific program and I am going to also suggest some way 
that I think you might adjust the wheat situation. 

In addition to that, I want to say, to start with, that nobody full 
agrees with me that I know of. All the farm organizations have dif- 
ferent ideas, and as far as that is concerned, I did not go to Cornell 
College so I am not in favor down at the sqvisaitierdl department 
either. So all I have to show for my ideas and my agricultural eco- 
nomics is a worn-out pair of five-buckle overshoes. 
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Anyway, I would like to mention that 70 percent of all of our new 
wealth comes from agriculture. It is in the national interest that we 
consider this every time we think of agriculture. Only 30 percent is 
derived from mining and fishing and other sources. So, no matter 
how small the percentage of farmers in the United States compared 
to the rest of agriculture or the rest of the population, the basic facet 
is that agriculture is our basic industry because new wealth is the 
source of all wealth. Regardless of how small a percentage of the 
population the farmers become, you still have agriculture as our basic 
industry. 

Now I would like to mention also, as you already know, I am sure, 
that we have never been willing to convert all of our new wealth 
to wealth for the people except in wartime. That is the only time 
we have been able to use all of our new wealth or convert it to our own 
use. Through the corporate structure, the steel industry has been 
able to curtail the production of new wealth to fit the market. Since 
we have millions and millions of farmers, we take this 70 percent 
of our new wealth and we do not seem to be able to curtail it back 
to where it can supply the market at a reasonable price. 

So, as a result of this, we have, for example, in the steel industry 
during the war people worked 60 hours a week. Now they work 40 
hours. They have divided up the time that is required to make a 
living. But in agriculture we have people working the same 60 to 
65 hour week. We have never been able to cut back. Instead, some 
farmers have been run off the farm. So we have not reserved our 
reserve capacity in agriculture, and this gets back to what Mr. Gath- 
ings was talking about a moment ago. 

It seems to me that we should consider in a long-term program 
the necessity and need for preserving a reserve here on the farm. 
Instead of having a few farmers all working 65 hours a week, we 
ought to have more farmers working 40 hours a week so that when 
necessary we can expand the labor force or number of hours needed 
in order to produce what we need to produce. 

Anyway, it seems to me that we are in a bad situation now and 
very ripe for vertical integration of producers with processors. 

I mention this particularly because I have noticed, out where I 
live anyway, that it is not the most efficient farmer that survives; it 
is the one with the most capital. Some of the most efficient farmers 
have gone to town, but the fellow who has more capital and may 
have done a sloppy job of farming, as a matter of fact, is on the farm. 

So that there is nothing to the old argument that efficiency survives 
the struggle, there is nothing to it. 

I would like to mention two basic things that have happened in 
the last 20 years with regard to demand for feed grains. 

The first one is that we had a big decrease from the fact we fed 
our horses and mules to our dogs and replaced them with tractors. 
That has decreased the demand for feed grains that could be con- 
verted into protein products. In addition to that, of course we have 
had a big increase in consumption from the increase in population. 

Now, almost all of the agricultural economists that I know of, who 
have any reputation for being able to predict anyway, tell us that 
our population is going to increase faster than our productivity. 
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Mr. Poacr. Have they not told us that for 200 years? Did not 
Adam Smith tell us that some years ago ? 

Mr. Smiru. I do not know what Adam Smith said. I am studying 
this century. I know all we have to do is look back the last 10 years 
and we will find that the population has absorbed the increased pro- 
ductivity. \ th wi , 

The grain we have in the bins at the present time is approximately 
equal to the grain that the horses and mules would have eaten. If it 
had not been for the horses and mules going off the farm, we would 
have absorbed through this increase in population almost all of our in- 
crease in productivity. 

So all you have to do is project this another 20 years ahead and you 
will see that when the increase in population is faster than productiv- 
ity, to the extent that it will absorb what the horses and mules ate, then 
we are at the end of the rope unless we get new farmers and new land. 
We can predict that within the lifetime of a lot of people living we are 
going to come to this situation. 

Of course the population has not increased most of the last 50 years 
as much as it has the last 10 or what it is predicted to in the next 20 
or 30. 

It seems to me there is a real need to preserve this reserve ability or 
capacity to expand our production and to cut the farmer back maybe 
to a 40- or 50-hour week so he can make a living in that length of time 
each week and then he could expand his production when it is needed. 

There are three ingredients involved in producing our food: labor, 
capital, and land. 

o one wants to take the tractors and run them in the ditches and 
go back to horses. So what we must do is withdraw labor or land. 
If you want to withdraw labor, you have to withdraw land. So we 
have to start out by determining how we can withdraw some land. 

It seems to me there are two basic ways to do this. One way to 
withdraw land is soil bank, just have a rental system and rent so much 
land. 

The other way, it seems to me, is that we establish production goals 
and provide that the farmer can make enough on the land he farms 
to pay for leaving some land in reserve. It seems that those are the 
two basic methods. 

It seems to me that the bill that I propose, which is H.R. 7710, ap- 
plies to the latter method, which is my preference for this reason: The 
soil bank method involves a large appropriation of money each year 
and it seems to me that we are on safer ground and sounder ground 
if we are able to find a method whereby the market will carry the ex- 
pense of the program instead of having an outright appropriation. 

Now with regard to feed grains I observe, as I pass, that the lower- 
ing of the support prices as a method of taking land out of production 
simply has not worked. We have the evidence of that. 

sets we have seen some attempt to advertise our way out of these 
things, but that does not seem to be working very well either. So what 
you get down to is the old law of supply and demand. 

Now H.R. 7710 is essentially like the tobacco program except for a 
few improvements. I would like to mention the improvements. 
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7710 would tie corn, oats, rye, grain, sorghum, barley all into one 
package instead of into separate parcels for they are replacements for 
one another. 

Under 7710 the wheat raised without allotment would be counted 
against the feed grain allotment. It seems to me that other programs 
should embody this kind of provision also so that one is not hurting 
the other. You simply cannot have one segment of agriculture mak- 
ing its way at the expense of another. 

So under this, any wheat raised out of allotment that could be fed 
or sold, either one, would count against the allotment for feed grains 
for that farm. The support nonrecourse loans would be limited to 
normal production per acre. ‘This is to discourage people from turn- 
ing fertilizer almost directly into feed grains. A farmer would re- 
ceive a support price on his normal production, not on the abnormal 
production. 

It seems to me that this would help make the program more work- 
able. 

It also provides for an equalization payment to the feed grain pro- 
ducer that feeds his grain to livestock. That is only on feed grains 
that would have been eligible for the support price and loan. The 
reason for this is that the feed grain farmers at the present time, if 
they want to get any security from their production operation on feed 
grains, have to sell the corn, and then they go out and buy some to feed. 

Now, this is an encouragement to many to stay within the program 
without having to perform all of that extra work and buck that red- 
tape. Then H.R. 7710 also ties in a very important thing, I think. 
It ties right into the program a way to distribute in the form of con- 
verted products, that is meat, dairy and poultry products, to hungry 
people, some of this surplus. 

It provides, first of all, that you establish your reserve and then out 
of whatever you have left over the reserve, instead of selling that on 
the market all at once, you would sell one bushel for each $2 the Gov- 
ernment spends for meat, dairy, and poultry products to distribute. 

Now they tell me at the Library of Congress this is approximately 
the right ratio. So, in other words, the artificial market you are 
creating by appropriating $2 for meat, dairy and so forth to be 
delivered to needy people, would provide a market for and the CCC 
would sell one bushel of feed grains. That will pay about one-half 
or a little more of the cost of the protein products for distribution. 
So you are not hurting the ordinary market either because you are 
creating a new market and you have a formula for distributing that. 

I think that this is very important and I would like to say as I pass 
here that when I was chairman of the Welfare Board of Polk County, 
which distributes about $314 million a year, I was surprised to find 
that we had 2,000 families right in Des Moines, Iowa, right in the 
heart of the food belt, that did not have protein products in the mini- 
mum amount needed. 

We would not think in Iowa of feeding our pigs, as I told some 
of the gentlemen the other day, anything less than a 10 percent pro- 
tein diet, but we have children that live on starches, do not have nearly 
as good a protein diet as the pigs do, right in the heartland of our food 
production. 
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It seems to me that we should, for these people who will never be able 
to buy enough proteins, no matter how cheap they are, find a formula 
and a way of getting some protein products to them. 

Now I would like to urge, of course, this program or some similar 
program as a long-term package for most of the commodities. 

With regard to wheat, it seems to me that perhaps we have had 
too much emphasis in our bills, that our intended to reduce production 
below consumption, on the support price rather than the price that the 
Government will sell their wheat for out of the Government bin. 

Now in order to have an example to refer to, I would like to refer 
to the compromise wheat bill. Under that bill there was to be a 20 
percent reduction in acreage, a payment in kind, and an increase in 
the support price to 80 percent. Now the payment in kind added to 
the production would have made the wheat available for market about 
75 million bushels more than consumption. That would have un- 
balanced the market of course, and in that situation there is no doubt 
about it, the support price would have been the guide for what wheat 
would bring in the country. 

Now, on the other hand, I would like to suggest this: Suppose in- 
stead of having payment in kind at all you had taken that out and 
therefore production would have been less than consumption, market- 
able consumption. Under that situation it is not the support price 
that guides the market at all. It is the price that the Government is 
willing to sell the reserve supply for that is going to guide the market. 

Now, under this particular bill, that price would have been 79 per- 
cent of parity because under section 407 it is 5 percent above the sup- 
port price and the support price would have been 75 percent. So that 
would have guided the market in that situation. 

But what I am suggesting is this: In a wheat program like this, 
if you will first of all start out with a determination not to have more 
on the market than you can consume, then set your sale price under 
section 407 at your desired market price instead of gearing it to the 
support price. 

Mr. Coap. May I interject a question here? . 

I appreciate the very learned and well-documented statement that 
my colleague from Iowa is making, but in reference to the payment- 
in-kind proposition, you are not contending, are you, that the payment- 
in-kind aspect of the bill which was vetoed has been more than the 
amount which would have been sold on the market ? 

Mr. Smiru. This is not the bill that was vetoed. I am talking 
about the compromise bill. The payment in kind in that bill, added 
to the production, would have been more than consumption. I voted 
against the bill for that reason. It would have thrown the market 
out of kilter. 

Mr. Coap. If the Government is going to sell whatever it has in 
storage at a certain set price, the small amount in payment-in-kind 
wheat, in the bill would have made no difference whatsoever; do you 
agree ¢ 

Mr. Smiru. In the compromise bill ? 

Mr. Coan. In either one. 

Mr. Smirn. In the compromise bill it would have unbalanced the 
market because the amount of wheat put on the market in addition 
to production would have been more than the market was going to 
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consume, therefore the support price would have been the guide for 
the market price. 

What I say is that if you will, instead, not unbalance the market 
but produce less than you consume, then the price that you are willing 
to sell Government wheat at is going to set the market instead of the 
support price. 

Mr. Coan. Is it not true that if the Government says we are not 
going to sell any grain for any reason, whether it is going out of 
condition or not, for less than 110 percent of parity, that automati- 

cally, even though we would have had a small payment in kind of 
one-third on the : acreage diverted, the price would still have gone up 
toward the 110 percent of parity figure? Is that not right 4 

Mr. Smirn. Not as long as you are putting on the market more 
than it can consume. 

Mr. Coap. Are you still contending then that the one-third pay- 
ment in kind on the acreage diverted alone would have been more 
than the market could consume? 

Mr. Smitrn. That is right, no doubt about it. 

About 75 million bushels more in a normal crop year. The pro- 
duction plus the payment in kind, would be 75 million bushels more 
than estimated consumption. Therefore, it would unbalance the 
market. 

The very important point I am trying to make is that you want 
a total market supply less than consumption. Under that situation 
you can leave this support price at 75 percent of parity if you want 
to as long as you have the market price set for which they are going 
to sell this wheat out of the Government bin at 90 percent and still 
have a market price close to 90 percent. 

Mr. Coan. 1 think we are in essential agreement here. 

The fact is that if the Government is going to sell it at 110 percent 
of parity, the small amount that would have ‘been paid in kind would 
not have really upset the market at all because it would not have 
been any significant degree of the extent of the total amount on the 
market. 

Mr. Smit. Well, it was enough to—— 

Mr. Coap. It might have been a small amount, I would assume, in the 
very beginning but I would not think it would have any lasting effect. 

Mr. Smiru. It would have been enough to unbalance the market at 
least. 

Anyway, in reviewing the wheat situation, what I am trying to point 
out is this: If you had a bill that provided for 25 percent reduction 
in acreage, that would bring production below consumption ; then you 
could even leave the parity support price where it is as long as you pro- 
vided for 90 percent of parity as the price you are going to sell the 
wheat out of the bin for. Under this situatiton, the actual price would 
be what you sell wheat out of the bin for instead of the support price. 

So there is a possibility of working out something here that every- 
body can agree on. 

Mr. Coap. Would you not also agree that this should apply to corn ? 

If the Government would say we are not going to sell corn under any 
condition or, if they do sell it because it is going out of condition, if they 
would buy an equal amount off the market, then they could take the 
price anywhere they want it. 
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Mr. Smiru. It works with any commodity. If you get production 
below consumption in the program, then you do not have to pay se much 
attention to support price. ‘Then the important thing is the price we 
set on the reserve sold out of the wheat bin. 

The Cuarrman. Thank you very much for your statement. Weare 
very glad to have you. 

Mr. Root, we have only about 8 minutes before we have to go to the 
floor of the House for a vote. Would you rather wait until some other 
time or would you rather go on now ? 

Mr. Roor. Mr. Chairman, I would rather present my statement when 
a quorum of the committee is present. We have presented this pro- 
gram to the subcommittee, but the full committee has never had an 
opportunity to hear it. 

The CuHairMan. Could we call you back sometime later ? 

Mr. Roor. I am only in town for a few days. I am here alone this 
time. There are no other growers with me because this is just the be- 
ginning of our harvest season. The other growers who had planned 
on appearing here with me are harvesting now. My harvest will prob- 
ably begin next week. 

I could stay in town for another day or two. 

(Off the record. ) 

The Cuarman. The committee will stand adjourned until 9:30 in 
the morning. 

(Thereupon, at 11:55 a.m., the committee recessed, to reconvene at 
9:30 a.m., Wednesday, July 8, 1959.) 
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WEDNESDAY, JULY 8, 1959 


House or REPRESENTATIVES, 
CoMMITTEE ON AGRICULTURE, 
Washington, D.C. 

The committee reconvened, pursuant to recess, at 10 a.m., in room 
1310, New House Office Building, Hon. Harold D. Cooley (chairman 
of the committee) presiding. 

The Cuamman. The committee will please come to order. 

When we adjourned yesterday, the next witness to be called was Mr. 
Floyd Root, president of the National Association of Wheat Growers. 
We will be glad to hear you now, Mr. Root, and we have also scheduled 
Mr. Pat Greathouse, UAW, AFL-CIO, and Mr. Cyrus S. Kauffman, 
a private marketing consultant. 

Off the record. 

(Discussion off the record.) 

Mr. Root, you may proceed. 


STATEMENT OF FLOYD ROOT, PRESIDENT, NATIONAL ASSOCIATION 
OF WHEAT GROWERS 


Mr. Roor. Mr. Chairman and members of the committee, I am Floyd 
Root, president of the National Association of Wheat Growers, a wheat 
farmer living and farming at Wasco, Sherman County, Oreg. 

First, Mr. Chairman, I want to thank you and your committee for 
having these hearings, which shows that you are making a sincere and 
honest effort to analyze our general farm problem and to develop con- 
structive legislation. 

At this point I want to deviate from my prepared statement to pay 
particular tribute to your Wheat Subcommittee, to the subcommittee 
chairman, Mr. Albert, and other members of his subcommittee that 
spent many hours and days of work over the past 6 months in trying to 
find an acceptable temporary solution to our wheat problem. The 
wheat growers are appreciative of their efforts and stand ready at any 
time now or in the future to cooperate with them in studying proposed 
wheat legislation. 

As an organization, we ren your efforts during this session of 
Congress to enact temporary legislation for wheat. Our position was 
that until Congress and the administration can agree upon a long- 
range program that is acceptable to the general public, temporary 
leigslation is necessary to stop the increasing Government costs and to 
maintain the farmers’ purchasing power. Government costs could be 
reduced by stopping the buildup of CCC stocks. Farmers are one of 
the largest users of steel, petroleum, and many other products of Amer- 
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ican industry, and we don’t believe that labor or industry would or 
should support a program which has as its major objective the reduc- 
tion of farm prices which will in turn destroy the farmers’ ability to 
purchase their products. 

A great deal of research and discussion has taken place in the 
development of a long-range program for wheat which our organi- 
zation is recommending to Congress and to the administration. We 
believe that the wheat stabilization plan which we presented to your 
Wheat Subcommittee, March 10, 1959, is the best long-range program 
for wheat and that it should be given a fair trial. 

I would like to point out that our organization has for the past 5 
years taken the firm stand that price adjustments through lower price 
supports would increase rather than decrease the production of wheat, 
This increase in production has occurred and should lend some sup- 
port to our current recommendations. It is discouraging to note that 
administrative recommendations to Congress continue to support the 
philosophy of further price adjustment. Our growers wonder if these 
people believe that a laborer who might be forced to accept a 10 per- 
cent hourly wage cut would voluntarily agree to work an hour or 
two less per day, if he knew his living costs were going to remain the 
same; or would a manufacturer, knowing that his operating costs 
would remain constant, reduce his production at the same time he 
knew he had to reduce his selling price? 

Wheat growers have by far the biggest stake in developing a work- 
able program for wheat to correct the imbalance between production 
and demand and their recommendations should receive honest and 
sincere consideration by the administration and Congress. After our 
last annual meeting in December 1958, Mr. Herbert Hughes, past 
president of our organization, and, at that time, chairman of our Na- 
tional Programs Committee, and I came to Washington and presented 
our program to the Secretary of Agriculture and others at the policy 
level in the Department, and to officials of other interested agencies of 
the Government. 

Before drafting our legislation, we also contacted all of the general 
farm organizations and representatives of the grain trade. Our rec- 
ommendations are based upon an analysis of the weaknesses in our 
present control program, and the effect of price upon our production 
and markets. In recommending changes we had in mind the follow- 
ing four principles: 

1. Wheat growers’ net income and purchasing power must be 
maintained if they are to reduce production below the current 
level. 

2. The buildup of Commodity Credit Corporation wheat stocks 
must be stopped and gradually reduced to a normal carryover. 

3. Further reduction in acreage of wheat must not be shifted 
to other crops. 

4. Increased yields per acre must not be reflected in increased 
Government holdings of wheat. 

H.R. 4679, introduced by Mr. Albert, and several other bills intro- 
duced, embody our recommendations. It is a sound program for 
wheat. It will reduce Government expenditures, and stabilize wheat 
producer income. 

I would like to say additionally, Mr. Chairman, that we are not 
married to these proposals word for word. We do support the prin- 








GENERAL FARM LEGISLATION 275 


ciples that they contain, and if anyone else has any other ideas of 
how these principles can be attained other than the exact wording 
we have in our bills, we would be glad to sit down and discuss that 
with them. 

I would like to point out that most wheat growers are either feed 
grain or livestock producers also, and we have no desire to aggrevate 
the problem of surplus production for these commodities in solving 
the wheat problem. : } 

In this regard, we feel that the alternatives suggested in the Presi- 
dent’s message and the Secretary’s recommendation to Congress would 
definitely aggravate the feed-grain livestock situation and there is no 
assurance that it would not result in expanded inventories of Com- 
modity Credit stocks of feed grain and greatly reduced income to 
producers. é 

You will find attached to this statement a a ag explanation of 
our wheat program which I think will provide the basis for further 
discussion and will give me the opportunity, as we go along, to answer 
any questions you may have. ; 

Mr. Chairman, this is an outline of our wheat stabilization program. 
It is a program that was developed to stabilize wheat marketing, 
thereby stabilizing the income of wheat producers and reducing Gov- 
ernment stocks of wheat. It was developed by the National Associa- 
tion of Wheat Growers and they are presenting this plan for 
consideration of Congress, recognizing the precarious position of the 
wheat industry, the drain on the Federal Treasury, and the con- 
tinuing accumulation of wheat and feed grains in Government stocks 
under our present programs. 

The first question that you might have is, What will it do for the 
wheat producer? First, it will stabilize producers’ income at reason- 
able levels. It will allow freedom to hae and harvest crops best 
adapted without Government interference; it will permit producers 
to carry reserves for short crop years. It will prevent wheat prices 
from reaching disastrously low levels, and it will enable wheat pro- 
ducers to market best quality wheat in domestic food and export 
markets, and lower grades in feed market. i 

Then, how will it affect the feed grain producer? 

First it will prevent shifting of diverted acreage to feed grains. 

Second, it will materially reduce feed grains production on wheat 
farms. 

It will make a substantial contribution to the balancing of wheat 
grain supplies with demand. 

It will aid in an orderly reduction of present surplus feed grain 
stocks. 

Then, the question comes up, What will this program do for the 
American public? 

It will materially reduce the cost of the wheat program to the tax- 
payer. It will stop the buildup of Government holdings and start 
orderly reductions. 

It will insure an adequate supply of high-quality wheat for domes- 
tic food and export at reasonable prices. It will contribute to orderly 
_—s of highest quality wheat through regular commercial 
channels. 
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It will insure continued ability of wheat producers to buy the 
errant ts of industry and labor, and it will stabilize incomes of small 

usinesses in rural communities. 

Now, you are probably wondering how this program works. This 
is a marketing control, rather than a production control program. 

It would eliminate acreage controls for wheat. 

It limits the wheat marketed in commercial channels for domestic 
food and export by establishing a national marketing quota. This 
national marketing quota would be established in bushels, and it 
establishes the national marketing quota at less than the domestic 
food and export requirements by 75 million bushels which would 
be removed annually from Commodity Credit stocks. 

It provides a support price to all producers, at 65 percent of 
parity, only on the amount of the marketing quota. 

It provides for the use of income stabilization certificates valued 
at 35 percent of parity, for the domestic food portion of the crop 
to be issued to cooperating producers. 

It requires placing at least 20 percent of wheat base acreage in 
the conservation reserve of the Soil Bank to be eligible for income 
stabilization certificates. 

It allows producers freedom of choice to plant and harvest best 
adapted crops without Government restrictions. 

The next page is a diagram showing on the left side the disap- 
pearance of wheat under our present program and on the right side 
the movement of wheat under our quota program. 

Then, to get into the savings in this program, it is estimated 
that under the present program 200 million bushels will be added 
to Commodity Credit stocks annually. The wheat stabilization pro- 
gram stops the buildup of CCC stocks and provides for the reduc- 
tion of CCC stocks by 75 million bushels annually, reduction in ex- 
port subsidies of an estimated 20 cents per bushel, and savings in 
storage costs on the defense stockpile of approximately 6 cents per 
bushel. 

These features will result in a reduction in Government costs of 
$178 million and a net decrease in CCC stocks of $610 million 
annually. 

Under our present price support operations it is estimated that 
there will be an increase of 200 million bushels each year in Com- 
modity Credit stocks. The estimated acquisition cost per bushel 
is about $2, making a total additional investment to the Govern- 
ment each year under our present program of $400 million. 

The interest on this investment will amount to $10 million per 
year. The storage charges, at 17 cents per bushel on this wheat 
that would be placed in Commodity Credit each year, would amount 
to $34 million. So, the total of item 1 under these savings is $444 
million. With the wheat stabilization program there would be a 
reduction of Commodity Credit stocks. This would be a saving 
to the Government. The 75 million bushels that would be reduced 
from Commodity Credit stocks each year could be figured at the 
present inventory value of $2.80. So, there would be a reduction 
in the present investment of $210 million. Using the same figures 
for interest and storage, as we did in the first ex: umple, there would 
be a savings on interest of $5,250,000, and a savings on storage of 
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$12,750,000, or a total of $228 million, by not placing this 75 million 
bushels of wheat in Commodity Credit stocks each year. 

Then, under the export subsidy costs at the present time it is esti- 
mated that the present cash price of wheat is about $1.90. Under 
the wheat stabilization program our estimate is that the domestic 
price would be about $1.70, which would be a savings of about 20 
cents a bushel in our subsidy costs. On 430 million bushels this 
would be a savings between the present program and the wheat 
stabilization program of $86 million. 

The total of saving would be $758 million; the difference in Com- 
modity Credit inventory would be $61 million, and the cash savings 
$148 million. 

Then, there would be a reduced storage cost on the defense stock- 
pile since we are recommending that 50 million bushels of wheat 
be placed in a defense stockpile and stored on a 5-year contract 
basis. We think if this wheat is stored on a 5-year contract rather 
than the present storage program that there would be a savings of 
at least 6 cents per bushel to cover the storage. 

The present storage cost is 17 cents per bushel, and we have every 
indication to believe that in the wheat-producing area that this 
storage could be received on a 5-year basis for approximately 11 
cents per bushel per year. 

This would amount to a savings of another $30 million with this 
type of program. 

Adding the $30 million to the $758 million that we have already 
shown, there would be a total cash savings, plus a net Commodity 
Credit inventory reduction, of $788 million. 

Next, to point out the reduction in feed grain supplies, with the 
wheat stabilization program, under normal conditions, this program 
will reduce feed grain production an estimated 12.7 million tons 
annually. Such a reduction would not only prevent the continued 
buildup of feed grain surpluses, but would start an orderly sub- 
stantial reduction in the annual carryover of feed grain stocks. 

The reduction in feed grain production would result~from: 

Increased participation in the conservation reserve of the soil bank 
by wheat growers. 

Second, the lower feed grain production per acre by shifting acre- 
age of feed grains to wheat for feed. 

Corn and feed grain producers have expressed the fear that under 
the wheat stabilization program substantial increases would occur in 
wheat produced for feed. This example is based on the assumption 
that wheat producers take full advantage of the provisions of the 
program to increase wheat production for feed purposes. 

First, there would be an increased participation in the conserva- 
tion reserve. It is estimated that the acreage required in the con- 
servation reserve on wheat farms in order to place 20 percent of 
the wheat base in the conservation reserve, would be a total of 13.7 
million acres. 

At the present time under the 1958 acreage reserve program there 
are 1.3 million acres already in the conservation reserve on wheat 
farms. So, the conservation reserve would have to be increased 12.4 
million acres. 
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At the present time it is estimated that this diverted acreage is now 
producing eight-tenths of a ton per acre. That would be a total pro- 
duction of 9.9 million tons. 

In shifting from feed grains to wheat for feed, we estimate that 
the maximum wheat acreage that would be used for wheat produc- 
tion would be 70.5 million acres. 

In 1958 the wheat acreage was 56.4 million acres, leaving 14.1 mil- 
lion acres that would be producing wheat which is now producing feed 
grains. 

By shifting this acreage from feed grains to wheat, there would be 
a reduced feed grain production of two-tenths of a ton per acre, be- 
cause the average feed grain yield is eight-tenths of a ton per acre, 
and the average wheat yield is six-tenths of a ton per acre. 

This reduction in production of two-tenths of a ton would be a 
savings of 2.8 million tons in the feed grain production, making a 
total reduction in feed supplies of 12.7 million tons. 

Now, at the present time there is a normal increase per year in feed 
grain stocks under our present program of 6.8 million tons. This 
leaves a normal annual reduction in feed grain stocks with the wheat 
stabilization program of 5.9 million tons. 

It should be pointed out that if wheat producers now producing 
feed grain on excess acres, do not shift to the production of wheat for 
feed, there would be no change in feed grain production from the 
present program on the acreage planted to crops. A substantial 
reduction in feed grain production would occur from the required 
compliance with the soil bank program. 

The Cuarrman. Thank you very much, Mr. Root. 

Are there any questions? 

Mr. Breeptne. Mr. Root, I would like to ask you a few questions 
in regard to the marketing quota referendum which is coming up 
July 23 of this year. I believe this is the seventh time in a row that 
the wheat farmers of the Nation will have a chance to vote on the 
wheat referendum. In your opinion what will happen to wheat 
farmers of America if the marketing quotas are turned down this 
year? 

Mr. Roor. Mr. Breeding, I think that the wheat farmers in Amer- 
ica would be in a very poor position if quotas are voted down. I do 
not feel that voting down quotas would solve our problem. I think 
if quotas are voted down we will produce more wheat than we are 
producing at the present time, and with a support on the acres in 
compliance of 50 percent I think there will be more wheat going to 
Commodity Credit holdings if quotas are voted down than if the 
quotas are passed. 

Mr. Breeprne. In your opinion has this adverse publicity that the 
farmers have received at the hands of the press in the past 6 months 
given the farmers any different thinking on the wheat program or all 
farm programs ? 

What is the feeling presently ? 

Mr. Roor. There is some thinking in the country, Mr. Breeding, 
that maybe this present program is not the right program. The 
farmers are fearful that we cannot get enough people to understand 
our wheat stabilization program and there will be a lower vote I 
think this year on the marketing quota referendum than we have had 
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in the past. But I still think and hope that the vote will be high 
enough to carry the quotas. 

Mr. Breepinc. Would you agree that we have had as wheat farm- 
ers too much adverse publicity ¢ It seems to me like the press has 
painted all farmers as being hoodlums and crooks. What do you 
think? 

Mr. Roor. There are many farmers who are becoming self-conscious 
of this adverse publicity, that is true. 

Mr. Breepine. Do you think that there is any feeling at the present 
time that would lead you to believe that marketing quotas may be 
turned down this year ? 

Mr. Roor. Just this feeling among some farmers. They are be- 
coming self-conscious because of all the adverse publicity against the 
farmer that is coming from our big city papers and slick-paper 
magazines. 

Mr. Breepine. What is going to happen to the wheat program if we 
continue on with the present farm program, in the next few years? 

Mr. Roor. If we continue on with the present program for the next 
2 years, we are just going to continue building up Commodity Credit 
stocks and how much they will build up depends upon the weather. 

Mr. Breepinc. This wheat bill, H.R. 7246, that we passed here in 
this committee and passed on the House floor recently and also was 
accepted by the Senate and vetoed by the President, did it not em- 
body about all the principles that you as a wheat grower and presi- 
dent of the National Association of Wheat Growers recommended to 
this committee this year ? 

Mr. Roor. Yes, sir. We recommend two things. We recommended 
a temporary program. We recommended that a program be devel- 
oped on a temporary basis that would hold down the buildup of 
Commodity Credit stocks and that would maintain the income and 
purchasing power of the farmers, and I think that the program 
passed by Congress would have done that. 

Mr. Breepine. Is your organization ready and willing to work 
with other farm organizations to come up with some solution to our 
farm problem? It seems to me as a Member of Congress and as a 
member of this committee that one farm group is going one way and 
one another, and one another. Are you ready and willing to cooper- 
ate with the other farm organizations in an effort to work out some- 
thing satisfactory for the entire Nation? It would make it a lot 
easier on Congress and this committee if all of the organizations would 
get together and come up with an agreeable and unified plan. 

Mr. Roor. We certainly are ready and willing to work with any 
farm organization. However, we do feel, as I stated in my prepared 
statement, that the reduction of prices is not going to control produc- 
tion. Production will not be reduced if the price is reduced. 

Mr. Breeprna. In other words, you do not agree with some of the 
organizations that have said cheaper prices and less controls is the 
answer ? 

Mr. Roor. No, sir; I do not believe in that philosophy, and our or- 
ganization does not believe in that philosophy. 

Mr. Bass. Would the gentleman yield ? 

Mr. Breepine. Yes. 
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Mr. Bass. Knowing what you know about the history of the wheat 
legislation and the work that went into it and the compromise that 
was made in order to get it passed but which was subsequently vetoed, 
are you recommending to the committee now that we again this year 
attempt to write another wheat bill ? 

Mr. Roor. No, sir. 

Mr. Atzert. Mr. Root, of course, you appeared before the Wheat 
Subcommittee both this year and you and Mr. Hughes appeared before 
it last year, and the Wheat Subcommittee reported out your bill last 
year. We, of course, considered it this year. When we got the bill 
to the full committee last year, we certainly did not find enough sup- 
port on the full committee and I suppose you will recall that. When 
we got it on the floor of the House we found a lot of opposition to it, 

This year I personally took the matter to the Secretary of Agricul- 
ture and pe ahr he could support the bill that we introduced 
on your recommendation this year, and the Secretary personally 
called me back and said “No; that it was worse than the bill that they 
had objected to last year.” 

I asked the major farm organizations what they would do, and one 
of them was for it—not for the one you sponsored this year, but the 
bill last year—and that was the National Grange. 

There was not much said by the Farmers Union about it, and the 
Farm Bureau representative that I talked to said they would oppose 
it definitely ; that it was subsidizing wheat to compete with feed grain 
and corn producers. I checked among various Members of Congress 
and found very little support for it. ‘Therefore, I do not see what we 
are going to do, frankly, in view of the circumstances. 

We had a compromise wheat bill that we brought back from the con- 
ference that cut wheat by 20 percent and only a 5 percent increase in 
price support, and it was bitterly fought by the administration. 

Now, that was certainly a big concession to the administration’s 
point of view. 

Are we just spinning our wheels, or what are we going to do, 
frankly ? 

Mr. Roor. Mr. Albert, I think that we are gaining more supporters 
all the time. I do not know how long it is going to take to gain 
enough supporters to be able to enact this type of legislation. 

Mr. Apert. My feeling is that you are losing supporters. I reall 
am honest in that. I do not think you are gaining ground. I thin 
you are losing ground on this proposition. I think every passing 
month, with the publicity that is going out on the wheat program 
which, admittedly, no one could defend right now. 

Mr. Roor. I cannot understand why anybody would object to any 
program that would protect a farmer’s income. 

Mr. Axserr. I cannot either, but they do. 

Mr. Roor. Because at the present time the farmer’s income is 
much lower than the income of nonfarm groups, and whenever we 
try to protect the farmer’s income, somebody is always complaining 
about it. 

Mr. Arpert. Well, you cut the wheat acreage by 20 percent and 
knock out all overproduction and knock out all the possibilities of 
getting price supports, when you do all those things and cut his 
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income that much and they still oppose it as too much, where are we 
going from here ? : 

Mr. Breepinc. Many farmers themselves are not opposed to an in- 
come protection program, I do not believe. 

Mr. Auzert. But the farms do not enact the laws. 

Mr. Breepine. Adverse publicity has created a lot of thinking that 
isnot good for farmers and farming. 

Mr. Avsert. The farmers are not all for this program. The Farm 
Bureau is certainly opposed to it. Unless we get farm groups to- 
gether on this program, at least reasonably so, or the administration, 
I do not see what we can do about it, frankly. 

Mr. Marruews. Would the gentleman yield? 

Mr. Apert. I yield. 

Mr. Marruews. Would the gentleman agree with me that our 
problem has been not that this committee does not accept responsi- 
bility and come out with what we think is a good bill, but having 
come out with a bill we have failed to receive enough support from 
the various farm organizations, the administration and others, to get 
the bill passed ? 

Is that a correct statement of our problem ? 

Mr. Avserr. We passed a bill this year in the House. 

Mr. Marrnuews. Quite frankly I have heard comments that would 
indicate perhaps this committee ought not to worry about the farm 
groups getting together, but ought to go ahead and accept responsi- 
bility and my point is I sincerely believe we have done that, but 

The Cuarmman. That is exactly what we did on the wheat bill. 

Mr. Atpert. We did not have any support from any organization 
on the wheat bill, including the National Wheat Growers Organi- 
zation. 

Mr. Breeprna. Did not Mr. Root’s organization approve it? 

Mr. Apert. I never did get any notice of their approval of it. They 
said they would approve it with amendments, but everyone had his own 
ideas and everyone was so set in his own ideas that he never did ap- 
prove anything. 

Mr. Root, your organization did not approve the bill that we finally 
voted on ; did it ? 

Mr. Roor. Well, that is right. We recommended a 20 percent cut, 
and 85 percent support. 

Mr. Axsert. You recommended substantial changes. You ap- 
proved the bill that the subcommittee reported to the full committee ? 

Mr. Roor. Yes. 

Mr. Aunert. But you did not approve either the conference report 
or the bill that finally passed the Congress, and was vetoed by the Pres- 
ident. You approved it with modifications but the modifications were 
substantial. 

The only farm organization that approved it—and I would like to 
say that they did not give it wholehearted approval—was the Farmers 
Union. 

Mr. Jonson. And at that time they were hanging back and the 
Farm Bureau was calling Congressmen and telegraphing to the full 
committee. 

Mr. Atzert. Certainly. What I am saying is that we had no sup- 
port on this committee from any organization for any bill that had a 
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ghost of a chance of being passed, except the proposition that the com- 
mittee reported out on its own responsibility and it never did have the 
real support of any organization and we did not have the help of any 
organization, including the National Wheat Growers Association, 
That is the truth of the matter. 

Mr. Roor. Well, Mr. Albert, I might say this: The National Asso- 
ciation of Wheat Growers realized that something had to be done this 
spring in the way of wheat legislation, but it is awfully hard to take 
any program out to the individual grower. The first thing he does is 
to get his pencil out and see how it is going to affect him on his own 
farm. The wheat grower, just the same as other growers, thinks it is 
fine to make a reduction as long as somebody else does it. But, nat- 
urally, we were working for a program that would reduce the buildup 
of Commodity Credit stocks and maintain the growers’ income. 

Mr. Arzert. The big trouble in the whole thing is that we have got 
to sell an awful lot of people; including the present administration, 
from top to bottom, that the wheat grower deserves to have his income 
supported, and I think he does. But, the administration does not 
think so. 

Mr. Roor. That is right. 

Mr. Ausert. That is the truth of the matter, and you know that is 
correct. 

Mr. Roor. That is right. 

Mrs. May. Mr. Root, along the line of the questioning that Mr. 
Albert put to you about the Wheat Association being willing to work 
with other groups, I am aware in bringing out this wheat stabilization 

lan you worked closely with the Grange. However, last week Mr. 
amiean in his statement before the committee indicated the Grange 
had not given full support to the wheat stabilization plan because it 
did away with acreage allotments. I wonder if you would comment 
on this conflict, if there is a basic difference between you. 

Mr. Roor. It isnot a basic difference in philosophy. It is a difference 
in the method that the program would work. We have changed our 
program in the last year. We think that a straight acreage control 
program will not control production. We think we need a bushelage 
control program in order to control production and to take wheat out of 
Commodity Credit stocks. The Grange isstill supporting the program 
we were supporting a few years ago. 

However, [ would like to call your attention to part of Mr. Newsom’s 
statement where he listed the objectives of a broad agricultural pro- 
gram. One was to assure farm operators a maximum degree of free- 
dom in the management of their own business by attempting to influ- 
ence marketing rather than by attempting to control production. That 
is the same as our program. 

Another of his objectives is to allow competitive efficiency instead of 
Government controls determine farm production patterns. Basically, 
we are right together. Some of the mechanics of the program might 
be a little different, but there is no problem that I can see in arriving 
at an agreeable solution to this with the National Grange. 

Mrs. May. We have asked other representative groups who have 
appeared before us this question—and I would ask you if the National 
Wheat Association had taken a stand regarding Public Law 480 and 
extension of the Public Law 480 program # 
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Mr. Roor. Yes, wehave. At our last annual meeting our Marketing 
Committee passed a resolution which I would like to read to you on the 
extension of Public Law 480. It reads as follows: 

Whereas Public Law 480 has proved to be an efficient and effective tool for 
marketing and market development in foreign countries, and 

Whereas there has been a tendency by Congress to extend Public Law 480 for 
short periods, making it difficult for recipient countries to plan contingent eco- 
nomic development projects as well as being difficult for cooperators and State 
associations to formulate market development projects. Now, therefore, be it 

Resolved, That the National Association of Wheat Growers work toward the 
extension and expansion of Public Law 480 on a longer range basis and that when 
reenacted there be adequate provisions for local currencies to be used in market 
development work. 

Mrs. May. You did not come up with any specific number of years? 
You think the act should be extended ? 

Mr. Roor. No. Most of our work with Public Law 480 is being car- 
ried on through the Wheat Market Development Association. There is 
one Wheat Market Development Association in the Great Plains area 
and a newly formed Wheat Market Development Association in the 
three Pacific Northwest States. They are doing all our work with 
Public Law 480. I hope that when you have your hearings next week 
on Public Law 480 that those groups will both be represented here to 
state our position on it. 

The Cuarman. Are there any further questions? If not we 
thank you very much, Mr. Root, for your statement. 

Next we will call Mr. Pat Greathouse, vice president of UAW, 
AFL-CIO. You may have any associates you desire sit at the 
table with you. We are glad to have you, Mr. Greathouse. We 
appreciate your appearing before the committee. 

r. Quire. Mr. Chairman, will it be possible for members of the 
committee to interrupt during the talk ? 

The Cuarrman. I think we had better let Mr. Greathouse finish 
his statement and then interrogate him. 

Mr. Quiz. There are a great many parts I object strenuously 


Mr. Tracur. So do I. I concur with Mr. Quie in objecting to 
the statement. I do not object to the chairman’s ruling epardihe 
interruptions. I agree with that. 

Mr. Horven. May I say to the chairman that I have read Mr. 
Greathouse’s statement. In my judgment it is a political tirade 
which has no business being presented to the Committee on Agricul- 
ture. I very much resent that kind of statement. You may pro- 
ceed if you want to. 

The Cuarrman. He is going to proceed right now. I recognize 
him to proceed. I have not read the statement. 

Mr. Horven. I have read the statement. May I be permitted to 
ask the witness one question ? 

The Cuarrman. Yes. 

Mr. Horven. You are here as vice president of the UAW and di- 
rector of its agriculture and implement department; is that right? 

Mr. Greatuouse. That is correct. 

Mr. Horven. Are you also here as a representative of the commit- 
tee on political education of the CIO—— 

Mr. Greatuovuse. No, I am not. 
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Mr. Hoeven (continuing). Whose main objective is to drive Re- 
publican Members of Congress out of office ? 

The Cuatrman. He has answered that. 

Mr. Hoeven. If you want to protect the witness in this type of 
statement, OK. 

The CHarrman. I am not trying to protect him. He answered his 
own question. 

Mr. Bass. The gentleman from Iowa was not here the other day 
when the chamber of commerce made their tirade and called this 
Government a police state. 

Mr. Hoeven. They did not engage in this type of tirade. 

The CHarrMan. Let us hear this tirade. 

Mr. Bass. If I ever heard a tirade, the Chamber of Commerce made 
one. 

Mr. Horven. If you want to protect the witness in his statement, 
you may. 

Mr. Bass. I have not read it yet, and I am not ready to protect 
him, but I probably will be ready to. 

The Cuarrman. You may proceed. 


STATEMENT OF PAT GREATHOUSE, VICE PRESIDENT OF UAW, AND 
DIRECTOR OF ITS AGRICULTURAL IMPLEMENT DEPARTMENT; 
ACCOMPANIED BY RALPH SHOWALTER, LEGISLATIVE REPRE- 
SENTATIVE, UAW; AND CLAY COCHRAN, LEGISLATIVE CON- 
SULTANT, INDUSTRIAL UNION DEPARTMENT, AFL-CIO 


Mr. Greatuouse. Thank you, Mr. Chairman, for the opportunity 
to appear before the committee. I have presented to your committee 
a formal statement. I would like to be allowed to elaborate on this 
statement orally, if I may at this time. 

T can recognize some of the questions that were asked here about the 
matter of who I was representing, and I suppose there are people who 
wonder what we, as representatives of organized labor, have to do 
with farm legislation and what our interests are. 

I might say we have a number of interests. We have a direct inter- 
est, as pointed out, because many of our members manufacture the 
farm implements used on the farm. Many of our members are also 
employed in small towns and communities where they do some farm- 
ing. There are many farmers who work part time in our plants. 

Aside from that, we have some more overall feelings and responsi- 
bilities. I think this was outlined very clearly, as a matter of fact, 
better than I can do it, in 1952 in the speech made by General Eisen- 
hower. It was givenin Indiana. He said as follows: 


All of us know that a prosperous agriculture depends upon a high income 
throughout the United States to buy the products of our farms. Consequently, 
entirely aside from the special governmental programs that agriculture may 
need to prevent its falling into a disastrous decline, the first thing that agricul- 
ture needs is high wages for laborers wherever they may be in the United States 
of America. Workers must get the highest possible wages that a prosperous in- 
dustry can afford to pay them, and then we will have a prosperous agriculture 
because we will eat better and we will eat more. So agriculture is acutely de- 
pendent upon the factory and the factory worker. Likewise, the factory worker 
is dependent upon a prosperous agriculture. If agriculture is not capable of 
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buying everything that is produced in our great factories, then there will be no 
prosperous industry because the workman will not have a job. If he does have 
a job, it will be at starvation wages. 

I happen to agree with the statements made by General Eisenhower. 
I do not think this is political propaganda. I certainly hope that 
President Eisenhower and the administration agree with the state- 
ments made by General Eisenhower. 

As far as our union is concerned, we are here to express once more 
our support for programs designed to make it possible for the people 
who work in agriculture to secure an equitable and secure income. 
The desire for security and a decent income is not peculiar to farmers, 
but they have been singularly unfortunate in their efforts to fulfill 
this desire—particularly under this administration. 

All of our people, on the farm and in the city, want a decent 
living and security and it is our belief that the only way for any of 
us to enjoy these things is to share them. Prosperity, in the long 
run, is indivisible and the only hope for economic progress and the 
elimination of poverty lies in the cooperation of all groups. 

Organized labor is certainly aware of its uapeneeane upon the 
farmer for an efficiently produced abundance of food and fiber, and 
we believe that most farmers are equally aware of their dependence 
upon us for an efficiently produced supply of industrial goods so 
essential to the farmer’s productivity and his level of living. Simply 

ut, this means that we are dependent upon the farmer as a aren 
or much of the products of our labor and he is dependent upon us 
for a market for the products of his. 

For instante, we know that in 1957 agriculture bought more petro- 
leum than any other industry; more finished steel than was ever used 
in the production of passenger autos up to the peak year of 1955; 
enough rubber to put tires on 6 million cars; 50 million tons of chemi- 
cals; 25 billion kilowatt-hours of electricity, more than the combined 
requirements of Chicago, Detroit, Houston, Baltimore, and Boston. 

Aside from this matter of raw materials, certainly farmers are one 
of the biggest groups of purchasers as consumers of automobiles, of 
electrical appliances, of refrigerators, all the other things.we manu- 
facture in our plants. We are highly conscious of the dependence 
of thousands of our members on the ability of farmers to purchase 
tractors and other farm equipment. Our members employed in the 
agricultural implement industry are wholly dependent upon this 
market except for Government purchases and export sales. 


WAGE EARNERS AND FARMERS ARE BOTH DEPENDENT UPON A FULL 
EMPLOYMENT ECONOMY 


In an economic sense, the most important thing in the world to 
both wage earners and farmers is full employment, an opportunity 
to work for very person who wants to work and is able todo so. With 
a rapidly increasing population, and the technological revolution 
which is underway in both industry and agriculture, this means that 
we are dependent upon an expanding economy. We cannot afford 
to limp along the primrose path of slack employment, slack produc- 
tion and slack economic growth proposed by the apologists for the 
present administration. 
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An annual rate of growth of 2 or 2.5 percent may be entirely satis- 
factory to those who golf at Burning Tree, Gettysburg, or the 
Augusta country clubs, but it has tr agic consequences for the people 
in agriculture who cannot make a decent livi ing on the land and who 
need off-the-farm employment; it has tragic consequences for the 
rural youngsters for whom there is no place in agriculture and no 
job in the city ; it is a terrible thing to those displaced by the march 
of automation in the factory and ‘who can find work nowhere else, 

As a matter of fact, if we consider this 2 or 244 percent productivity 
increase, we should have a national productivity increase of at least 
3 percent, at least an additional 1 percent of people are coming jnto 
the labor market every year. We should have at least 4 percent 
rather than 21% percent. 

I happen to have been born and raised on the farm, too. My par- 
ents are still farmers in Illinois. I remember on Sund: ay when our 
neighbors used to visit one another. One of the favorite pastimes 

was to go out and look at the crops or the hogs or whatever you may 
have growing on the farm. In those trips it was not enough to find 
that the crops or the hogs are just a little bit bigger than when you 
looked at them a month ago. The important thing was to find out 
whether you had the proper amount of growth since you had last 
looked at them so they would mature at ‘the proper maturity date. 
That is the thing we need in our whole economy. We need to have 
the proper ¢ growth in the economy, not just a little growth. A little 
growth is not enough. 

If we are to enjoy a condition of full employment and rapid eco- 
nomic growth, we must have national economic policies directed to 
that end. Economic progress cannot be achieved by a daily White 
House recital about Little Bo Beep and her natural law sheep who 
come home on their own, wagging their tails behind them. 

The road to economic progress and full employment is going to 
have to be intelligently laid out by those who recognize that we 
must have more consuming power, more leisure, more e public services, 
There are those who say there should not be any planning. We 
believe it is not only important but necessary that there be definite 
and constructive planning not only for industry but by Government 
so that we can properly buc get the entire economy for full employment 
and full production. 

There is a big difference between planning and regimentation. We 
believe that it is as important to plan the economy as it is to plan 
the operation of a business or farm, that the surest way to keep us lea 
regimentation is to have proper planning in advance. We must get 
back to the policy of having industry—yes, and society, if you please— 
work for people rather than people working for industry. People, 
it seems to us, are the ultimate and that it is not enough just to build 
new machines, to build bigger corn planters and bigger combines and 
bigger industrial equipment. The important thing is: What do you 
do with these machines once you build them? If you just build the 
machines and use them to replace people, it seems to us to be a mistake. 
The important thing is to build these machines and then put them to 
work to help people to make life a little easier and to make the 
workload a little easier for people. This is what we think needs to 
be done. 
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Automated factories will be built to make money and we must see 
to it that people share in the savings of automation, both as workers 
and as consumers. Only by doing so can our steadily increasing out- 
put be absorbed. Similarly, the productive genius of American agri- 
culture should not be permitted to smother the farmer beneath 
mountains of surpluses. 

There are only three places you can get customers: from consumers, 
from industry, and from Government. Certainly, consumers have 
to have money to buy the things they need, industry buys a certain 
amount of farm products—not too many—and the Government, it 
seems to me, has a double role. It has the role to provide those 
goods and services which people cannot provide for themselves and 
a second role, when we get into any imbalance, to move in and take 
eare of the slack to provide necessary controls to get the economy 
back in proper balance. t 


FULL EMPLOYMENT, ECONOMIC GROWTH, AND THE WORLD SITUATION 


Some way should be found to impress upon the minds of the Madi- 
son Avenue word jugglers—who sometimes appear to be the present 
administration’s substitute for brains—that we are a part of one 
small world today, whether we like it or not. No amount of incanta- 
tions or magic lamp rubbing can erase the existence of the Soviet 
Union and her allies, or the existence of tragic and terrible poverty 
among something like two-thirds of the people of the world. We are 
not suggesting full employment as a kind of domestic luxury which 
we can dispense with if the policies essential to its attainment increase 
aspirin consumption at the Union League Club. Full employment 
is as essential to national survival as it is to the welfare of people. 

In a recent speech (June 10) Senator Humphrey inserted an article 
in the Congressional Record showing the relasionsllip between U.S. 
economic growth and that of the U.S.S.R. These figures indicate 
that if the United States continues to limp along as it has under the 
present administration and the U.S.S.R. continues to grow at a rate 
of something like 8 percent a year they will equal our output in a little 
over 14 years. If we had a growth rate of even 4 percent, however, 
assuming their 8 percent annual growth, we would run ahead of them 
for 21 years. If we increase this to 5 percent, this would last 28 years. 
The figure goes up as our increase would go up. As long as there is 
a threat to either military or economic aggression on their part, it 
is incredible that we should be whistling do-nothing tunes while they 
march forward. 


LABOR AND THE FAMILY FARM IN A CHANGING ECONOMY 


We have had plenty of experience in dealing with concentration of 
economic power in industry, and we have no desire to see the worker 
or consumer faced with a similar experience in agriculture. It is for 
this reason that we have urged and that we continue to urge the Con- 
gress to legislate as many safeguards as possible for the family farm. 
This country faces a basic decision on agriculture and that is whether 
we believe in having the largest possible number of farmers on the 
land as long as they can secure a high and rising level of living or 
believe in forcing as many people as possible off the land into the city. 
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We do not believe either farmers or workers will gain from the latter 
policy. 

I might say again to you from experience there are other people in 
this field who do believe in the policy of corporation farming. The 
large implement manufacturers have stated to us, stated to me at the 
bargaining table, that their future lies with corporation farmers of 
America, that the small family type farmer does not have the neces- 
sary income to buy a large and complete and full line of equipment, 
plus the fact that he has to take off of his farm a large amount of 
money for a living for himself and his family. With the corporation- 
type farmer, they can buy big equipment, they can buy full lines 
of equipment, and one farmer can farm as much as a number of 
farmers do on the family-type farm. The farm money which would 
otherwise be taken out for living for a farmer and his family can be 
used to purchase additional equipment. 

They are closing down plants in the farm implement industry. 
International Harvester Co. presently is closing down the McCor- 
mack Works in Chicago, which has been there 100 years. They say 
to us they do not expect in the future to use either the floor space 
or the employees in the plant. They expect to do the dollar volume 
of business and thereby maintain their profit position, but they expect 
to do it by selling bigger equipment, heavier equipment, to larger 
farmers. Thereby they will make those without the necessity of addi- 
tional floor space or without the necessity of additional employees 
they have used in the past. That is their stated position. So when 
we say these things, we know what we are talking about. 

One of Mr. Benson’s brain-trusters, Mr. Earl Butz, is particularly 
outspoken on this point, but he is aptly seconded by Mr. True D. 
Morse and an assorted chorus of me-tooers. Mr. Butz is apparently 
obsessed by the Mexican concept of the inevitability of the big capi- 
talists, i.e., the big farmers, eating up the little capitalists, and he 
seems to love the idea. 

We don’t. 

We do not want the efficient family farmer devoured by his big 
neighbor; we do not want him enslaved by the friendly processor 
who would like to integrate him into a businesslike operation ; and we 
do not want him to have to accept either of these alternatives because 
we have no workable national farm policy to protect him. 

This position is not primarily an expression of altruism. It is 
thoroughly practical. We want an abundant supply of agricultural 
products as cheap as we can get them, commensurate with giving 
the people who work in agriculture as good a living as industrial 
workers or others enjoy, and we do not believe that an agriculture 
dominated, integrated and controlled by a few corporations in New 
York and Chicago will do the job. The more successful the inte- 
grators are in their drive to bring some corporation order into the 
house of agriculture, the less successful the rest of us will be in getting 
the means for good living. 

As employment continues to go up—and its does because of the 
number of people coming into the labor market—the percentage of 
people employed in manufacturing and the percentage of people on 
the farms producing our foodstuffs and producing our industrial 
goods goes down and down every year. While our production and 
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employment goes up, the mpc a of people employed in manu- 
facturing and in agriculture goes down. We are becoming a nation 
of middlemen providing services. 


THE FACTS OF ECONOMIC LIFE IN THIS COUNTRY TODAY 


We believe that any program for assisting farming people in secur- 
ing a better and more stable income can succeed only if that program 
is based on the economic facts of life. Looking at the economic poli- 
cies of this administration leads one to conclude that never were so 
many deluded so completely by their own short term self-interests. 

In reviewing the agricultural programs, we hope you will keep 
these basic facts in mind: 

Forty million Americans live in families with incomes under $3,000 
per year. sch ae 

Families containing almost 6 million people are currently receiving 
only a dribble of food under Mr. Benson’s direct food distribution 
program. This program operates in only about a third of the coun- 
ties of the country, hence there must be many millions of other people 
here who are in great need and could benefit from a good food 
program. ' ; 

We know over the country that this is true, that many people 
would like to have surplus foods and cannot get them. 

Something like two-thirds of the people of the earth, many of 
them our allies, are underfed or starving. 

The population of this Nation and of the world is growing very 
rapidly. ’ 

The economic power of the U.S.S.R. is growing by leaps and 
bounds while this country “putts” along from recession to less than 
full employment to another recession. 

The basic industries of this country long ago secured a more or 
less high degree of control over output and can administer prices— 
something agriculture cannot do without Government assistance. 
Farmers and unorganized workers who are not protected by the Fair 
Labor Standards and Unemployment Compensation Acts have a 
practical monopoly on what Mr. Benson lovingly calls the “free 
market.” 

FAILURE OF THE ADMINISTRATION PROGRAM 


We have witnessed this administration’s attempt to apply remedies 
to the problems of the people in agriculture which had been exposed 
as nostrums at least a generation ago. 

Forcing two-thirds of a million families (672,000) off the land 
since 1952 has not solved the problem of our so-called surpluses. 

Driving the parity ratio down from 100 in 1952 to the present level 
of 81 (79 if Benson had not revised the cost side of the ratio) has 
not solved the problem of overproduction. 

Grinding rural people between the millstones of rising costs of 
money and industrial prices and falling farm prices is no solution 
to the problem of surpluses. 

Many people say that the people responsible are organized labor. 
Organized labor is responsible, they say, for the prices which farmers 
pay. Of course, they also tell us in the cities the farmers and the 
farm program are responsible for the prices we have to pay at the 
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ocery store. Personally, I doubt if either of these things is true, 
Sam not an expert in the field, but I have been able to look to find 
out what has happened to the profits of the meatpacking indust 
while farm prices were going down, what happened to the profits of the 
food processing industry, what happened to the profits of the bi 
chainstores. Every time you pick up the financial pages you find 
out the income of the big chainstores has doubled and tripled and 
they are putting in hundreds of supermarkets. I submit to you that 
the problem which our people have is not in the matter of getting 
more supermarkets because we can find plenty of supermarkets. Our 
problem is getting the prices in those supermarkets for farm products 
that our people can afford to pay. 

People say this is labor costs of processing and things. I can again 
only. think of one example. My parents happen to be farmers, I 
can go down there and see the price of eggs. Then I go back to 
Detroit or Chicago, wherever it may be, and find what we are paying 
for eggs in the stores. Invariably the housewife in the city who goes 
to the store pays at least twice as much—at least twice as much—for 
those eggs as they are receiving on the farm. We in organized labor 
are not the ones doing anything to those eggs. Those eggs are 
brought to the city and they are sold. 

These surpluses are the result of underconsumption here at home, a 
lack of vision in world affairs and a technological revolution in agri- 
culture. Feeding farmers to the wolves in the free market will hurt 
everybody except those who can temporarily exploit the situation. 

When we speak of the failure of the administration’s farm policies, 
of course, we are thinking about the failure to protect the rights of 
farming people. In a different sense, Mr. Benson’s programs have 
been a tremendous success. He has succeeded in forcing farm income 
down and in placing the whole farm income stabilization program in 
jeopardy. 

Recently (June 26, 1959), the Wall Street Journal in a front page 
article said : 

Bipartisan cooperation among farm lawmakers crumbles. Discord grows 
among spokesmen for different crops. Farm organizations battle each other. 
City Democrats bolt. Benson scores in his effort to exploit disgust with huge 
surpluses. 

Talk of scrapping the whole farm program secretly delights Benson’s aids, 
who view the talk as helping changes for lower price supports. 

This illustrates my point that Mr. Benson’s program has been a tre- 
mendous success, a success, a success from the viewpoint of the inte- 
grators, puffers, flakers, and the others who farm the farmer as well as 
the consumer. 

A steady drumbeat of propaganda against the whole farm program 
is dinned into the ears of people all over the Nation particularly in the 
cities, day by day. And the most effective propaganda is that which 
makes the most of Mr. Benson’s expensive surpluses. 

It seems to me we fail to recognize that we can spend money on 
armament programs, we buy armaments which in 4 to 6 months become 
obsolete, and it is never used, or we can maintain factories on a standby 
basis and nobody considers that. 

An example of the factory is the big factory built in Chicago which 
during World II was built by the Government and operated by the 
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Chrysler Corporation building B-29 engines. We had 25,000 people 
in that plant during the war who were members of our union. At the 
end of the war the plant was closed down. The plant was later re- 
habilitated. The Ford Motor Co. has been operating it as the Ford 
Aircraft engine plant, and they have had 12,000, 15,000, up to 20,000 
people there. Now they have stopped production and laid off our 
people. We are down to about 185 people in this plant. This is a big 
operation, some 13 or 14 buildings, one of which covers 87 acres. But 
there is the Government maintaining the plant, and our latest informa- 
tion is they are going to keep it on a standby basis. 

We can afford to spend the money to maintain big industrial plants 
which we might need if we get into trouble, but people say we cannot 
afford to spend money to maintain agricultural production or agricul- 
tural products we may need down the road. 

Also if there is too big a surplus of farm products, we ought to 
use them. We do not know how much of a surplus of farm products 
there ought to be. You people know, other people know. It seems 
to me we ought to set aside the necessary surpluses and ought to use 
the rest for people if it is costing too much to keep them. 

It is interesting to note that Mr. Benson’s much touted program 
for increasing food consumption by huckstering did not result in an 
increase in food consumption. Indeed, food consumption per capita 
in 1958 was only 99 percent of 1957. It is possible that income in 
the hands of consumers is more important in increasing consumption 
of food than pummeling their ears with an expensive advertising 
campaign. 

COMMENTS ON THE AGRICULTURAL PROGRAM 


We are entirely aware of the fact that under the best of circum- 
stances solutions to the problems of rural people are complicated. We 
know that conditions are constantly changing and that there is no 
permanent, single or simple solution. 

As administered by Mr. Benson, backed by the President’s veto 
power and a kind of hallelujah chorus singing the Battle Hymn of 
the Budget Balancers, the existing program is being brought into 
disrepute. 

In this review of agricultural legislation we want to say to you 
again and again that organized labor will support programs to con- 
serve the soil, protect the farmers’ cooperatives, and improve and 
stabilize the income of rural people. 

We have always supported and will continue to support legislation 
designed to give the people who work in agriculture a decent share 
of the good things of life produced in our economy. We do not 
consider it our proper function to try to tell you or farming people 
how this should be done. We want to help farmers get the programs 
they think will solve their problems. 

e believe the system of democratically elected county committees 
of farmers, scrapped by Secretary Benson, was and is a sound way 
to promote effective administration of farm programs. 

e urge full consideration of the general proposition that a system 
of production payments is superior to other systems of farm price 
supports. We are impressed by the argument that such a system or 
some feasible variation thereof would have the advantage of lending 
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itself directly to support of the family type farm without excessive 
subsidies to big corporate-type farmers; it has the least effect on con- 
sumers’ food prices and we are interested in keeping them as low as 
possible commensurate with a decent return to and income for farm 
people; it would very probably make possible a more permanent and 
simple program for increasing farm exports than the present system 
provides. We also favor a governmental program for maintainin 
reserves of agricultural products for strategic purposes and to smoot 
out the fluctuations in prices which result from natural influences 
beyond the control of farmers. 

It is certainly highly desirable to see that the costs of using farm 
output for welfare and foreign aid purposes are charged to welfare 
and defense. There is no justification whatever for subjecting the 
price support program to criticism because of a misleading book- 
keeping system. Aa ; 

We urge again that you give careful consideration to an all-out 
program for the use of our agricultural abundance to maintain the 
peace of the world and aid the underdeveloped nations in raising their 
productivity. In utilizing our food for peace we hope the program 
can be channeled through agencies of the United Nations rather than 
be administered on a single-nation basis and that the program will 
be administered properly so that it will not jeopardize the interests 
of our allies, such as Canada, who are dependent upon export markets 
for their crops. 

We urge most strongly that our agricultural abundance be used 
to improve nutrition here at home. We would very much like to see 
a national nutritional program along the lines of 8. 585 (the Aiken 
bill) or H.R. 381 put into effect. Realistically, however, in view of 
the budget blockade which has been erected against practically all 
social welfare programs by the administration, we hope you will ap- 
prove legislation along the lines of H.R. 7473 (McGovern) as well as 
a separate measure to provide for at least an experimental food stamp 
program in a few areas along the lines of H.R. 7218 (Wolf). 

Legislative strategy is your field, not ours, but recent experience 
leads us to suggest that these domestic food measures be separated 
lest the President seize upon some aspect of one or the other measure 
to justify a veto of the entire program. That, again, is your problem, 
not ours. Wearesure you can cope with it. 

There is great suffering among the unemployed and other groups 
who cannot afford an adequate diet. We believe that our economy can 
provide high and rising incomes for our people so that they can pay 
cash for food for an adequate diet, but, because and for as long as 
such incomes are not in fact being received by millions of American 
families, we urge the enactment and maintenance of an emergency 
domestic food program. The need is now and we urge you to meet 
it as best you can under the circumstances. 

- a statement to this same committee 4 years ago, Walter Reuther 
said : 


Our concern with the farm program other than that it be adequate to our 
needs is that it bring the greatest degree of prosperity to the greatest number 
of farmers. 

That is still our position and we stand ready at any time to assist 
in any way we can to further that kind of farm program. 
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It seems to me we have to accept a couple of premises. First of 
all, we need to accept the premise that the farmers perform an essen- 
tial economic function in our society. If that is true, they deal with 
certain economic factors which they cannot cope with, which they 
have no control over; then they have a right to ask the rest of society 
to carry a part of that load. 

Then we also ought to have the second part of the program, that 
the rest of us should get the benefits of the abundance of production 
which the farm people of America can provide. We in organized 
labor have been able to make our gains through collective bargaining 
with the employers and by having an active membership who under- 
stand problems and who work at the legislative front. 

Farmers, however, in the past have had the responsibility of de- 
pending almost exclusively upon legislation to take care of their 
problems. In the past few years the national administration, 
whether we like to admit it or not, has said publicly that they are 
not going to carry the ball for any specialized group, that it is up 
to individual groups to help themselves. Therefore, certainly we 
think it is up to farmers, it is up to farmers and to other groups in 
America to work with them to get some of the justice which we think 
should be done. We think we should work together with farm 
groups first of all so that those people who want to farm should 
be able earn a living and remain on the farm and not be driven off of 
necessity. If they want to stay there, stay there. We think it is not 
enough, even though a person may not be the most efficient farmer, 
that you replace him witha machine. The question is: Is this person 
doing a thing which he can do best? If he is doing the thing which 
he should do best, he should be allowed to do it if he wants to do it. 
He should not be replaced by a machine and thrown on the industrial 
scrap heap simply because the machine can operate better than he can. 

I say again, Mr. Chairman, it is a question of whether the machine 
is the ultimate or man is the ultimate. It is our feeling that man is 
the ultimate and that we should work together so that farmers can 
have the necessary earnings to maintain their purchasing power and 
maintain the purchasing power to buy the things which~we can pro- 
duce by full employment in the cities. Thank you. 

The Cuairman. We thank you very much for your statement, Mr. 
Greathouse. I yield a moment to Mr. Albert. 

Mr. Arnert. I would like to ask one question of Mr. Greathouse. 
It is predicated upon this. I am afraid the metropolitan press is 
doing a lot better job with your people as far as Congressmen are 
concerned than you are doing because your statement certainly in- 
dicates you favor a good farm program. But in spite of the fact, 
if you check the record and the votes of those who live in the wheat 
district on, say, housing and other things you are interested in, you 
will find it very good; yet when we got down to the farm bill, it really 
was hard to get city Democrats to vote for the farm bill. We lost a 
lot of them. Can you tell us what is happening in that field? 

Mr. Greatnouse. It is true, as you say, that the press—and I 
must say aided by the spokesmen for the administration—has been 
doing a job on the farm program. They have been telling us that 
the only decision that the farmers have to make, in fact, is whether 
they are going to buy a new Cadillac or a new Buick this year, not 
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whether or not they have problems. I think it is something we all 
have to work at. We have been working at it. We would like to 
work with the farm organizations. We “have worked through our 
own publications, we have worked in all kinds of meetings, we have 
been talking about the community of interest which we have, and we 
do not think there is any magic formula. It is something we all 
have to work at. 

The Cuarrman. If Mr. Albert will yield a moment, I would like to 
say I do not blame organized labor for our failure to get the city 
vote. I am aware of the fact that the Farm Bureau is se ending tele- 
grams to city members urging them to vote against these bills we have 
reported. That shows that the house of agriculture is divided, badly 
divided. In the course of these hearings no two organizations agree 
entirely on programs. Each organization has its own idea. Each 
organization seems to be unwilling to compose any differences with 
the counterparts in other organizations 

I want to say about this speech that I do not regard this as a 
tirade. If it is a tirade, I think it isa pretty good tirade because it 
is not half as bad as I have tiraded many times. I can see some ob- 
jectionable words in here which I would suggest you strike out, such 
words as “Burning Tree” and “Augusta” and “Gettysburg.” It does 
not apply to all countr y clubs. 

Mr. Teacue. I object. 

The CHarrman. You want it kept in? 

Mr. Teacur. I do. 

Mr. Bass. For what reason ? 

Mr. Teacur. Just for fun. 

The Cuarrman. I compliment you on the broad aspects of this 
statement, that you do take the position that all organized labor 
realizes its dependence upon the prosperity of agriculture. I remem- 
ber a speech Mr. Reuther gave several years ago, which I thought was 
a magnificent presentation. I do not think it is a speech anybody 
could have argued with. We know that these hearings are onl 
providing a forum for people to express their views. You oul 
suppose, for about the largest group of consumers in America, these 
three great organizations. 

To know that the members of your organization are sympathetic 

with the plight of the farmer and willing to help solve the problem is 
rather conforting, I am sure, to all members of this committee. I 
do want to say that this committee, I think, has conscientiously tried 
to keep partisan politics out of our deliberations. Frequently it 
creeps in, and there is nothing you can do about it, but basically the 
committee has been free from partisan politics. I think each man on 
the committee is devoted to the cause of agriculture. Unfortunately, 
we are not able to agree on any legislation that seems to be acceptable 
to the administration. Whether we are right or Mr. Benson is right 
remains to be seen. The fact is that these surpluses are accumulating 
ata rapid rate. We took over $2.5 billion worth of surplus commodi- 
ties and now it is $9.5 billion, and in the meantime billions have been 
lost. Something needs to be done and something drastic, it seems to 
me, has to be done. We will add probably another billion dollars to 
this surplus in the next 12 months. 
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I agree with you that we should do what we can to see to it that 
our people here at home are well fed and that we should not permit 
these surpluses to deteriorate and rot while we know we are living in 
a hungry world. 

Weare beginning hearings on Public Law 480 next Tuesday. With 
that bill we have, I think given the Secretary every authority he could 

ossibly want, all the money, and all the manpower that he needs. 
Just what this committee can do to accelerate or expedite the distri- 
bution of these commodities I do not know, but that is what we are 
searching for. I do not believe we will have legislation of any im- 
portance out of this Congress at this session. 

Mr. GrearHouse. Could I make a comment on that ? 

The CuarrmMan, Yes. 

Mr. Greatuouse. I didn’t come down here to fight anybody, either, 
but on the question of whether or not we are taking this position as 
a political position to oppose the administration, I think if anyone 
is interested in checking the record they will find we have taken this 
general position which they are taking. We have said these things 
generally for a number of years. . 

I appeared in Des Moines a few years ago with the Secretary of 
Agriculture at the National Farm Institute. I spoke just before he 
did and generally I said the same things there that I have said here, 
only quite a few more. 

I spoke at the Farm Bureau National Convention a few years ago 
and I said the same thing at the Farm Bureau Convention. I spoke 
at the National Farmers Union Convention and I have said essentially 
the same things and more at those conventions and at other meetings 
of our own and other groups. I point this out because we are not 
taking this position simply to be in opposition to the administration. 
We took this position before the administration took their position. 

I suppose if anyone wanted to argue they would say the administra- 
tion is deliberately opposing us. We take this position because we 
happen to think it 1s a proper position. 

he Cuarman. Mr. Hoeven. 

Mr. Horven. Mr. Greathouse, why, then, do you engage in per- 
sonalities ? 

Mr. GreatrHouse. We only engage in personalities in a matter of 
examples and of course as far as Mr. Benson is concerned the fact he 
is the individual who is charged with the responsibility for adminis- 
tering the farm program. 

Mr. Hoeven. I for one regret that you have seen fit to make a poli- 
tical speech. Your statement is largely made up of untruths and half 
truths. It is a statement of hate and vindictiveness against President 
Eisenhower and his administration and I for one do not propose to 
dignify the record by asking you any questions. 

Mr. Tracur. Will you yield? 

Mr. Hoeven. I yield. 

Mr. Tracur. Just for the record, I concur completely with Mr. 
Hoeven. The low level and vicious nature of this attack is inexcus- 
able and certainly does not help the labor movement. 

The CuHamman. Does anybody else want to speak on the tirade? 

Mr. Bass. Mr. Chairman. 

The Cuamman. Whom are you speaking for ? 
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Mr. Bass. Ross Bass, State of Tennessee, Sixth District, and for the 
farmers I represent. 

It was suggested before I heard the statement that possibly I might 
want to protect it when he got through. I have listened attentively 
to this so-called tirade, and I find it to be most interesting, most in- 
structive and constructive. I think it is a statement of basic fact 
and I appreciate the fact that a great organization such as this, whose 
interest is primarily in the industrial field, would have the courage 
interest and ability to come before this committee and recommen 
something that I think would be good for the farmers of Tennessee, 

Mr. Larra. Would the gentleman yield? 

Mr. Bass. Yes. 

Mr. Larra. The gentleman mentioned it has been very constructive, 
I am wondering what he meant by the word “constructive.” I fail 
to find anything which might give us a program we could sink our 
teeth in to resolve this problem. 

Mr. Bass. Evidently the gentleman did not listen very well. If he 
will go back to page 8 and read the last two paragraphs, he will see 
some recommendations that the gentleman has made which I think 
would be very good in ridding the country of some of the surpluses 
that are now burdening the taxpayers. 

If you will just read those last two pages, I think you will find some 
good things in them. 

Mr. Larra. I read the last two pages. I failed to find anything 
there we might put in the form of a bill. 

Mr. Bass. I would like to say this in regard to a bill: I have asked 
almost every organization that has come before this committee to 
submit to the committee their recommendations in legislative form. 

Mr. Larra. Are you asking this gentleman to do this now? 

Mr. Bass. I am sure he would be happy to do it. I have not asked 
yet. I haven’t come to that point. I was going to ask a few weeks 
ago when the wheat producers were here why they did not do it. I 
think they have done it on one occasion. 

I asked the president of the Farm Bureau if he would submit his 
recommendations to this committee in legislative form and he refused 
todo it. I know that these gentlemen work with the legislation in the 
industrial field. I think their recommendations are good. I intro- 
duced a bill which would carry out part of their recommendations 
and that was to establish a study commission for a food for peace pro- 
gram and try to rid this country of some of the surpluses. I think 
that their program is constructive. I remember when the president 
of this organization was before us 4 years ago and I sincerely believe 
that if his recommendations at that time, which were given to this 
committee, had been carried out, that the farmers of America would 
be in a much better situation than they are now. 

Mr. Larra. I doubt it. 

Mr. Jones. Would the gentleman yield ? 

The Cuarrman. I would like to point out in that connection that 
Mr. Greathouse has made several specific suggestions and recom- 
mendations. He actually names the bills and the numbers of the 
bills. One is Senate bill 585, the Aiken bill. Certainly he is not a 
Democrat. Another is by Mr. McGovern, another one by Mr. Wolf. 

Then you mentioned compensatory payments. 
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Mr. Larra. None of which could be enacted into law. 

The CramrmMan. We passed the food for peace program out in 
the last session. It passed the House. We did not have the two- 
thirds vote. The majority of the House voted for it. We passed a 
compensatory payment program. We still have one before the 
committee. 

Mr. Jones. If the Chairman would yield. 

The CHarrMANn. Yes. 

Mr. Jones. On page 8 you say: 

We believe the system of democratically elected county committees of farm- 
ers, scrapped by Secretary Benson, was and is a sound way to promote ef- 
fective administration of farm programs. 

I know that most of my colleagues on the other side will agree 
that that is right, but when we had the bill up here last year, be- 
cause the administration opposed it, we could not get it out of this 
committee. 

I also know we met every objection of the administration with 
the exception of one point and still this committee would not re- 
port the bill out. I think he made a specific recommendation there. 
I think it is a thing that most every person on that side will agree, 
that we should have a democratically elected county system and we 
are supposed to have it now. z 
_ We do not have it. The program has been dominated by the 
Secretary of Agriculture, who has gone down into the States and 
who has played politics with the State committees, not only in my 
State but other States. I submit that I have got a bill now that 
will correct that and if you gentlemen will support it and repre- 
sent your farmers we can get it out of this committee. That is a 
specific recommendation that is made here today. 

Mr, Quiz, Will you yield? 

Mr. Jones. Yes.” 

Mr. Quire. Where is the argument in regard to the county com- 
mittee set up in your bill last year? : 

I know there are plenty of arguments over the State committee, 
whether the State committee shall be appointed or elected. Where 
is the argument on the county committee and how are county com- 
mittees not elected by democratic process now? Do you mean send- 
ing out ballots by mail is not a democratic eee 

Mr. Jones. Because the Department of Agriculture through their 
organization make the nominations as to who can be elected. That 
is the reason. The nominations are not made by the farmers them- 
selves. You have a committee down there dominated by the De- 
partment of Agriculture who says who is eligible to be elected. 

Mr. Horven. That is not true at the county and township level. 

Mr. Jones. It is true. Down there in our counties it is true they 
nominate the people that the farmers get to vote for. We had a 
bill here on that subject. 

Mr. Bass. I want to make one more comment before I finish, 
Mr. Chairman. I would like to commend the gentleman also for 
placing the release of his statement for Wednesday, afternoon. On 
two different occasions recently the chamber of commerce last week, 
and the National Farm Bureau Federation came before this com- 
mittee and on one occasion while I was dressing to come to the of- 
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fice early in the morning I heard their statement over the radio, 
On both occasions you were able to buy a newspaper and read the 
condemnation of the farm program before they came before this 
committee and testified. I hope that I won’t be able to go out of 
here and pick up some scandal sheet and read your testimony be- 
fore this committee that was printed sometime before 8 o'clock 
this morning. 

I appreciate the fact you gave the committee the advantage of 
your views before you give it to some of the antifarm press in 
America. 

The Cuairman. Mr. Greathouse, your organization also favors 
extension of Public Law 480, the surplus “disposal program, do 
you not? 

Mr. GreatTHouse. Yes, sir. 

The CuatrmMan. It seems to me you favor the soil conservation 
programs and all those things set out in here. I think you have 
presented a good statement. 

Mr. Quis. Their intention, however, is to provide our surplus 
foods to the U.N. rather than any unilateral agreement, as I under- 
stand, on page 9. 

The Cuamman. He makes a specific recommendation in that re- 
gard for consideration by the committee. He feels that should be 
done. We will have our hearings on Public Law 480 later. 

Mr. Betcuer. Mr. Chairman. 

The Cuarrman. Mr. Belcher. 

Mr. Bevcuer. I do not take sides with anybody who comes before 
this committee and makes a political speech. This is a political 
forum. You have a right to come before this committee and make 
any kind of st itement. you want to. I won’t take issue with you 
on that. I have always criticized members of the committee that 
sought to browbeat witnesses that came before this committee and 
made statements they disagreed with. 

There are one or two questions I would like to ask. I would like 
to know what your stand would be on the minimum wage law for 
farm labor. 

Mr. GreatTuouse. We think that there are a number of factors in- 
volved in farm labor and we think there is a big difference of 
whether you are talking about the farmer who has the hired hand 
or two hired hands or so on or you are talking about the corpora- 
tion farmer, which may have a large number of people. 

I think that makes a difference. I think they deserve different treat- 
ment, the corporation farmer and the family farmer who has one or 
two hired hands. 

Mr. Bevcuer. You would have two minimum wage laws, one apply- 
ing to the corporation farmer and one to the small farmer? 

Mr. Greatuovuse. I think it would be a question of application as 
far as the number of people, as we have as far as unemployment com- 
pensation is concerned. 

Mr. Bricuer. How do you stand on the unionization of farm labor! 

Mr. Greatuouse. Again I would think it would apply, the same 
thing; whether or not you were talking about mass farm labor as far 
as corporation farmers are concerned or whether you are talking about 
individual people who work for farmers. 
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Mr. Betcuer. I would like to know, is your organization in favor of 
the unionization of farm laborers ? 

Mr. GreatHouse. We are not working and doing anything about 
the unionization of farm laborers. We have not discussed any program 
to do that. 

Mr. Bevcuer. I know youdo not. You are with the UAW and not 
engaged in farm labor. Would you oppose or back a union that at- 
tempted to unionize farm labor? _ 

Mr. Greatuouse. As I said, I think there would be a certain amount 
of merit in the organization of workers for corporation farmers and 
in many cases the migrant workers, et cetera. I do not think it is 
necessary for the unionization and organization of the workers who 
work on the smaller farms, the family-type farms or the permanent 
farm workers. I do not think that is the problem. I think the prob- 
lem is with the large farmers and the migrant workers. 

Mr. Hacen. I would like to ask a question. 

The CuHatrMan. Mr. Hagen ? 

Mr. Hacen. Mr. Greathouse, I might say at the outset that I am 
not unsympathetic to the problems of labor. As a matter of fact, I 
am probably more objective on that question than some people here 
who give you big hurrahs in your statement. 

I want to learn something and I think you do, too. Have you ever 
made any studies about who buys farm machineries, what categories of 
farmers ? 

Mr. Greatuouse. Not a specific study. We know generally. 

Mr. Hacen. I think you should do that because you might discover 
that your program works at cross purposes to the wage interests and 
employment opportunities of some of your membership. 

You mentioned on page 6 forcing farmers off of farms since 1952. 
I think if you will consult agricultural statistics, you will find as many 
farmers, or more, perhaps, went off the farm at an earlier period than 
after 1952. 

To make a somewhat light remark, I think that the cause for de- 
parture from the farm is something in the nature of a combination of 
Paris and prosperity. You have heard the old slogan, “How’re you 
gonna keep them down on the farm after they’ve seen Paree.” It can 
be statistically demonstrated that the large exodus from the farm has 
occurred during our greatest prosperity. I do not know of anyone 
who is seeking to force farmers off the farm unless perhaps it is this 
Congress because these laws that we have passed in the past have forced 
a lot of farmers off the farm. 

With respect to the minimum wage subject you make a very beguil- 
ing argument, but I think that it is unrealistic. A minimum wage law, 
however drawn, cannot but inevitably affect the excluded farmer who 
hires only a few employees because they are competing for the same 
labor that the corporation farm, so-called, is competing for in a season- 
ally short labor market and if the corporation farm offers them $2 an 
hour, that little guy is going to have to pay them $2 an hour too, or he 
won’t get the labor. 

I want to explore with you another aspect of your attitude, not from 
the standpoint of arguing with you or anything like that, but I have 
encountered this attitude among some segments of labor with relation 
tosmall business. 
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Let us take a drugstore business, for example. Perhaps one of those 
large firms in California could afford to pay higher wages but a small 
druggist could not. I have heard the statement made that if that 
small dr uggist could not compete and pay those wages he should go out 
of business. Is that atypical attitude / 

Mr. Greatnouse. No. That is the part of the attitude of the ad- 
ministration, not ours. Our attitude is the guy should be allowed to 
stay in business. 

I would like to comment on the statements you have made. First of 
all, you say if we check the matter of who buys farm implements, we 
might find it is at cross purposes with the program. We accept the 
fact that farm corporations might buy farm implements and in the 
short run we might sell more implements but the fact is what happens 
to people. We think it is not right to be able to sell more implements 
to corporation farmers if you are going to gobble up the small farms 
and thereby throw these people either on the industrial market or on 
relief. We think it is a broader program than whether we can sell 
more implements. 

Mr. Hacen. You meet this issue in the most extreme color of black 
and white. It may not be the issue of a corporation farm versus a so- 

called family farm. In Europe, Germany, which is a highly progres- 
sive country, and even more so in Asia and other parts of the world, 
you have a landed peasantry. They do not make a great deal of 
money. They do not use any m: achinery. We can devise farm pro- 
gram in this committee, and perhaps to some degree have, which will 
create a landed peasantry in this country. You are not going to sell 
any farm machinery. You are not going to earn my wages making 
farm machinery if that happens. I am no advocate of the cor poration 
farm, but I am an advocate of the kind of farm which permits the 
operator to earn the same kind of living that your members do in work- 
ing for Ford or International Harvester or some other corporation. 
I think you should look at your hole card on this whole question and 
a lot of other organizations should, too. 

Interestingly, on this minimum wage question, the Farmers Union 
testified the other day and they have some statistics—where they got 
them, I am not quite certain—that demonstrated that right now farm 
labor is making more money than the average farmer. 

They destroyed the weight of their position of advocacy of a mini- 
mum wage. I do not say that they were right in their statistics but 
they got up here and made the best possible argument against a mini- 
mum wage in farm labor. 

That is all I have, Mr. Chairman. 

The CuarrMan. Do you have any comments, Mr. Greathouse ? 

Mr. Grearnouse. I would like to en on a couple of these 
things. It seems to me what we are really talking about is the ap- 
proach on this matter. I think we sie recognize that you are not going 
to do something to get back to the small farms as they s say they have in 
Europe, et cetera; that we are probably in a situation where the farms 
are going to continue to get larger as they have continued to get larger 
in the past. When you talk about the exodus from the farms, back 
before 1959 and all these things, sure it happens. I said I was one of 
the people who grew and left the farm and went to work in a Ford 
plant in Chicago but the question really is whether or not people leave 
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the farms because they seek greener pastures or whether they are forced 
off the farms because they go bankrupt or they cannot afford to pay for 
the machinery and they do other things. 

We think that as this change takes place, both in the farm society 
and in the manufacturing industrial society, where I said the smaller 
and smaller percentage of people are used each year in both of these, 
that as this change takes place we have a responsibility, No. 1, to main- 
tain this at a gradual enough ratio that people can be absorbed and used 
other places. 

Then we have the responsibility in developing our total economy so 
that when people leave the farm as a matter of choice and not because 
they are driven off, they can find work someplace else to earn a living 
for themselves and their families. 

I think that is what we have to look at in the development of this 
total economy. We need to develop a total expanded economy so 
people can make the choice. | 

They make the choice then whether they live on the farm or in the 
city. Weshould not get deluded by this argument that we are paying 
the farmers or we are paying to keep so much land idle. 

Do you recognize that in industry we are paying to keep factories 
idle? The automotive industry today has productive capacity to pro- 
duce at least from 10 to 12 million cars per year. Yet they are produc- 
ing around 6 million cars per year at around 50 percent. Do you think 
the price you pay for an automobile is not a price which carries ade- 
quate return on this total productive capacity that they have? Of 
course itis. Weare operating in industry. 

Mr. Betcner. Would the gentleman from California yield ? 

Mr. Hacen. Iam through. 

Mr. Beicurr. Of course, that same process of eliminating the little 
fellow and going to the big one has gone through a lot of other 
things besides farming. There has been about 500 or 600 automo- 
bile companies that were small companies that had to go out of busi- 
ness. Now we have just a very few of the large companies that were 
able to survive, . 

Did the Government step in to keep those small automobile com- 
panies in operation so that they coll make a choice as to whether 
they wanted to make automobiles in competition with Ford, Chrysler, 
and the rest of them, or did the natural process of going to the bigger 
units take place in the automobile industry ? 

Mr. Greatruovuse. Of course, what happened and maybe would have 
been best for the country may be two different things. I think cer- 
tainly the automobile industny is an industry that the Government is 
going to have to take a look at because the automobile industry is 
becoming a monopolistic industry. 

I think the Government, one of these days, will have to take a look 
at what they do about it. 

The Cuatrman. Any further questions ? 

Mr. McIntire. Mr. Chairman. 

The Cuarrman. Mr. McIntire. 

Mr. McIntire. Mr. Greathouse, I was interested in your reference 
to national growth. I believe it is on page 6, in which you make a 
comparison as between this country and the U.S.S.R. 
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I am sure I would be correct, would I not, in drawing the conclusion 
that there was no purpose in this reference other than statistics and 
that you are not endorsing the techniques by which this difference 
may exist at this time? 

Mr. Greatruouse. Of course I am not. Ail I was saying is accord- 
ing to the speech made by Senator Humphrey and the figures that 
are quoted the U.S.S.R. does have this degree of growth and I was 
only pointing out that unless we do something about stepping up our 
own productivity, that they are liable to cate h up with us in the next 
few years. I was only advocating that we increase our productivity 
so we could stay ahead of them. T was not endorsing anything which 
they did. 

Mr. McInrie. In the close of your statement I think you made an 
observation that we should have the type of economic vehicles, bal- 
ances or whatever they might be, by which each person, if I can 
correctly interpret what you meant, by which each person can be 
secure in the location and characteristic of his employment which he 
chooses to have as his vocation; that he must be secure and these 
choices must be made available to him—that the farmer must have 
the choice of remaining on the farm and such provisions must be 
made as will leave him that choice. 

How do you provide, within that philosophy, for any growth in an 
economy? I was back home just the other day. Our ‘blacksmith’s 
shop is closed up. The fellow who can shoe a horse in my community 
told me that he recently had a real pleasure because he had a chance 
to shoe one horse. 

How do vou put into perspective your statement, if I got it cor- 
rectly, that people should be secure in an option of employment and 
in the place where they want employment, and so forth, through 
Government planning? There is no other way to do it in a free 
economy than through attrition. If you counterbalance the free play 
of some of the economic forces and get this man the security which 
you were talking about, how can you bring about economic progress? 
The very group that you represent have had a far better economic 
situation because the horses left the farm and the blacksmith was put 
out of business. 

Mr. Grearuouse. We are not opposed to the matter of growth or 
change. 

Mr. McIntire. If I remember correctly, you said that every man 
should be given such an economic pattern that leaves for him a choice, 
and not only would you leave for him the choice, but you would almost 
guarantee his well being, saving him from even having to m: ake this 
choice. I have to draw the conclusion, Mr. Gre: ithouse, that in the 
overall concept of an economic pattern you support a concept which is 
completely, from top to bottom, an integrated, planned economy in 
this country. 

Mr. Greatuovse. I may comment on that. 

The Carman. Let me interrupt. Didn’t you say you were defi- 
nitely opposed to integrating the farmer 4 

Mr. McIntire. Mr. Chairman, I can quarrel over words but in a 
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totally planned economy you have a totally integrated economy too, 
which is planned from top to bottom. That is the context in which 
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I use the word “integrated.” Now is that not the deduction which 
I can appropriately draw from your statement ? 

Mr. GreaTHouse. You might. If I might just expand a moment 
in trying to tell you my thinking on this particular point. You see, 
in industry by and large, in many cases we have been able to some 
extent through collective bargaining and otherwise to get the ad- 
vantages made possible by increased productivity and automation 
passed on to people through a little better working conditions, 
through, in some cases, shorter hours, by increasing vacations, holi- 
days, and things like that, so that by working less hours you could 

roduce this material. 

On the farm what we have found is that as the productivity in- 
creased, the man-hour worked or the individual farmer, instead of 
being able to work easier or shorter hours, the man by getting a two- 
row corn picker or a four-row corn picker or a picker combine has 
really only been able, by and large, to farm that much more land, but 
he has had to work just as hard as he did before in order to pay for 
his machinery and at lower prices to maintain the same standard of 
living which he had in the past. 

We think that is wrong. We think the increased productivity on 
the farm should be passed also on to the farmer so that he could have 
improvements as industrial workers have the improvements and that 
he could farm the same amount of land and get income enough off of 
that land to still maintain his standard of living, and he could work 
less hours and not have to work as hard as he did before he got the 
machinery and the equipment. 

We think the machinery and the equipment should be used to make 
life easier for the farmer, rather than bs used to replace the farmer 
and on this question of leaving the farm, as was pointed out a while 
ago— 

Mr. McIntire. Let me just interrupt you. 

Our time is limited and vou are getting so far away from the 
question I proposed that I would like to bring you back home. 

Mr. Greatuouse. I was trying to get around to it. 

Mr. McIntime. I appreciate your background, but I expect that my 
own farm experience and the hours worked picking rocks are just as 
extensive as yours, so we draw on the same background. I will make 
the observation that instead of driving a pair of horses and working 
from daylight to dark, the people working in my community today 
are working with equipment and doing far more work, far easier from 
a physical exertion standpoint, than any time in history. 

I realize the return for effort is not adequate and all of that, but 
let me get back to my question. Is it appropriate that I draw the con- 
clusion from your statement that the aiedines which you aspire to 
here can only be attained by a completely planned economy ? 

Mr. GreatHouse. No. And on the farmer specifically, so I do not 
get off of it, what I was referring to was a previous statement where 
I said that we should not just say that our problem on the farm is to 
get rid of the inefficient farmer and therefore if we get rid of the in- 
efficient farmer everything will be well. My point is that even though 
a farmer is inefficient, if this is the thing he is qualified to do better 
than something else or it is the only thing that is available he still 
ought to be allowed to stay on the farm and earn some kind of living. 
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Mr. McIntire. Who will allow and who will make the determina- 
tion unless you are in a planned arrangement / 

Mr. GreatHouse. We ought to have an overall farm economy and 
an economic situation on the farm whereby it is not only this high 
priority efficient farmer that can continue to earn a living; he can 
earn a better living, but even the ineflicient farmer can eke out a living 
of some kind on the farm if he wants to stay there. 

It is true it takes a combination. It takes Government planning 
and it takes an overall balance as far as our industrial society is 
concerned, too. 

Mr. McIntire. There are a lot of observations you make in your 
statement that I think require some thorough examination, but we 
cannot get into them today. 

The CuarrmMan. We thank you again, Mr. Greathouse, for appear- 
ing. We regret we will have to adjourn now. It is 12 o’clock. The 
House will soon convene. 

Mr. Jonnson. Mr. Chairman. 

The Cuarrmman. Mr. Johnson. 

Mr. Jounson. I wanted to compliment Mr. Greathouse on the fine 
statement he made. I want to tell him that I heard Walter Reuther 
give a statement to the committee 2 years ago. I think your statement 
is a fine one. 

Mr. GreatTuouse. Thank you, Mr. Chairman. 

The Cuarrman. The committee will stand adjourned. 

(Whereupon, at 12 :05 p.m., the committee adjourned. ) 
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THURSDAY, JULY 9, 1959 


House oF REPRESENTATIVES, 
CoMMITTEE ON AGRICULTURE, 
Washington, D.C. 

The committee reconvened, pursuant to recess, at 10 a.m. in room 
1310, New House Office Building, Hon. Harold D. Cooley (chairman 
of the committee) presiding. 

The CuarrMan. The committee will please be in order. 

Before we present our distinguished witnesses this morning, I 
want to present to the committee a very distinguished gentleman who 
lives south of the border, Mr. Benson’s counterpart in the great Re- 
public of Mexico. We have with us the Minister of Agriculture of 
Mexico, the Honorable Julian Rodriguez-Adame. We are glad to 
have you with us. We do not know how you perform in Mexico, but 
you will have an opportunity to find out this morning how we perform 
up here. 

I take great pleasure in recognizing Mr. Hoeven. 

Mr. Horven. Mr. Chairman, may I be permitted to present a 
gentleman who is making his first appearance before the committee, 
as the new General Counsel of the Department of Agriculture, the 
Honorable Frank A. Barrett of Wyoming, former Member of the 
House and of the Senate. 

The Cuarrman. We are glad to have you, Senator. 

Now I take pleasure in presenting to the committee our distin- 
guished Secretary of Agriculture, Mr. Benson, and I will ask that 
Mr. Benson not be interrupted until he has completed his prepared 
statement. 


STATEMENT OF HON. EZRA TAFT BENSON, SECRETARY OF AGRI- 
CULTURE; ACCOMPANIED BY TRUE D. MORSE, UNDER SECRE- 
TARY OF AGRICULTURE; CLARENCE L. MILLER, ASSISTANT 
SECRETARY OF AGRICULTURE; MARVIN L. McLAIN, ASSISTANT 
SECRETARY OF AGRICULTURE; RALPH S. ROBERTS, ADMINIS- 
TRATIVE ASSISTANT SECRETARY; MARTIN SORKIN, ASSISTANT 
TO THE SECRETARY; FRANK A. BARRETT, GENERAL COUNSEL; 
EDWARD M. SHULMAN, DEPUTY GENERAL COUNSEL; AND KEN- 
NETH L. SCOTT, AGRICULTURAL CREDIT 


Secretary Benson. Mr. Chairman, and members of the House Com- 
mittee on Agriculture, I deeply appreciate this opportunity to meet 
with you again. 
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The problems of agriculture while basically economic, are also 
humanitarian. They affect people—the people who are the bedrock 
of our society. They are the salt of the earth—our farmers and 
ranchers. Our sympathy and concern for them, I’m certain you will 
agree, Mr. Chairman and members of this committee, are sentiments 
we share in common. 

I was a farmer for many years and I have worked closely with 
farmers all of my life. I know that many of you have been, and are, 
closely associated with practical farming. Any solution to the prob- 
lems we face must first of all be good and right for farmers in the long 
run. 

Farmers have done a wonderful job. ‘You all know the story and 
the figures. 

The increase in productivity on the farm has exceeded that in the 
factory. 

The farmer’s efficiency enables him today to produce for himself and 
about 25 others, freeing many to engage in pursuits which have helped 
make our standard of living the highest in the world. Farmers have 
taken hold of advances in technology to produce better and better com- 
modities in greater and greater volume and market them at fair and 
reasonable prices. 

My admiration for the job farmers are doing is exceeded only by my 
sympathy for their problems. The cost-price squeeze and the spread 
in marketing margins are two economic factors in agriculture that 
disturb me greatly, as they do all farmers. We are trying to hold the 
line on inflation. Through increasing emphasis on marketing research 
we are constantly striving to reduce the gap between what farmers re- 
ceive for their goods and what these goods sell for. 

These two fundamental problems, plus the more spectacular dilemma 
of the vast surplus in a few crops, are certainly not the fault of our 
farmers. 

They are not to blame. I make this point because as this dilemma 
worsens, there is a growing public tendency to point the finger of blame 
at the farmer. This is unfair. Farmers are not responsible for the 
high costs of Government’s involvement in agriculture. 

These excessive costs are directly traceable to war-bred legislation 
continued too long in peacetime. The farmers’ response to manda- 
tory price supports at production-stimulating levels was what any 
reasonable person might expect. Naturally, not all the outlay of pub- 
lic moneys resulting from this overproduction finds its way back to 
farmers’ pockets, as some mistakenly believe. Costs of storage, inter- 
est, and handling alone are now about $1 billion a year. 

As I have indicated, inflation is one of the major problem areas af- 
fecting agriculture. 

Rising costs, especially in the immediate postwar years, have had 
adverse effects on the Nation’s farmers. The cost-price squeeze in 
agriculture is the aftermath of excessive Federal expenditures, soft 
wage settlements, undue price rises and related factors. 

Between 1939 and 1952 the index of prices paid by farmers including 
interest and taxes more than doubled, rising from 123 to 287. In 
contrast, the June 1959 level was 298, up only 4 percent from 1952. But 
most of the damage had already been done. Inflated costs had been 
frozen into the economic structure. This has adversely affected net 
farm income and it will continue to do so. 
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In the 1946-52 postwar inflation period realized gross farm income 
increased from $30 billion to $37 billion, an increase of $7 billion. 
Nevertheless, realized net income actually dropped by $800 million. 

Creeping inflation helped add $1 billion last year to farmers’ already 
swollen costs of production and living. Farmers spend over $40 bil- 
lion annually—some $25 billion for farm production and $16 billion 
for living purposes. Inthe war and postwar years, most prices partic- 
ularly those originating in the nonfarm sector, rose substantially. This 
meant higher costs for farm operation and higher costs for farm fam- 
ily living. The living standards of farm people have not risen as rap- 
idly as otherwise they might have. 

Creeping inflation under present circumstances does not generate 
equivalent increases in the prices of farm products. Here agriculture 
is not like many other businesses. Farmers cannot pass along in- 
creased costs by means of higher prices for the products they sell. 

During the wartime inflation, when demands increased sharply, 
prices received by farmers rose faster than the prices farmers had to 
pay. But this advantage was fleeting. When wartime demands 
ebbed, prices received by farmers dropped sharply while prices and 
costs paid by farmers declined nominally and then formed a new pla- 
teau f rom which they rose again in the immediate postwar years. In 
the present situation, when demands for farm products rise slowly, the 
heavy supply situation in agriculture generally, and the enormous 
surpluses of some crops in particular, put an effective brake on price 
increases of farm products. 

The fact that some price indexes have shown a degree of stability 
over the past year has been interpreted to mean that the dangers of 
inflation have been exaggerated. Actually this stability in the overall 
level of prices has been achieved largely through a decline in farm 

rices. According to the Bureau of Labor Statistics Consumer Price 
Salen of April 1959, prices of foods were more than 8 percent below 
a year earlier, but prices of other consumer goods and services were 
up almost 2 percent. Wholesale prices of farm products and proc- 
essed foods were down almost 5 percent, but wholesale prices of in- 
dustrial commodities were up over 2 percent. 

Creeping inflation in the nonfarm economy is still going on. 

Persistent cost inflation denies farmers the benefits of wider markets 
and consumers the advantages of lower prices. In 1958, the retail 
cost of a typical market basket of farm foods was 8 perecnt more than 
10 years earlier—but the farmer received 14 percent less for those 
same foods. 

Inflation increases the money value of real estate and other holdings. 
Over the past several years farmers as a group have gained about $10 
billion a year on paper, from rising land prices. This is about four- 
fifths as much as they received in net income from farming. While 
the rise in land values represents a valuable reserve for the farmer 
ready to retire, it does not particularly enhance the position of the 
operating farmer. It may in fact make it difficult for him to expand 
his operations to a more efficient level. Certainly it makes it harder 
for the farm youth to begin farming. 

I call your attention to charts Nos. 1 and2. These show in dramatic 
form what inflation is doing to farm production costs and farmers 
keep-home pay. 
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Control of inflation requires the cooperation not only of Federal, 
State, and local governments but also of private firms, organizations, 
and individuals. Government can exercise restraint through its con- 
trol of expenditures and credit. A balanced budget as proposed by 
the President for fiscal 1960, when enacted, will be a powerful factor 
in the fight against inflation. 

Inflation has long-time as well as immediate implications to our 
farm people. The following table indicates some of these impli- 
cations. 

U.S. population by age and farm residence, 1958 and 1930 


{In thousands] 





























Age 
Residence | All ages | ee ee jl ae Eh 5 a oor : 
Under 14 14 to 24 25 to 44 45 to 64 65 years 
| years years years years and over 
1958 
Total ‘a ae 171, 990 | 50, 334 25, 792 46, 594 34, 688 14, 582 
Nonfarm. ... | 151, 163 | 43, 776 22, 221 | 42,174 30, 250 12, 742 
Wem sas = dectetal 20, 827 6, 558 3, 571 | 4, 420 4, 438 1, 840 
1930 ~ 7 a en iat HT oo atti oe 
Total !__.. at 122, 775 33, 674 24, 805 36, 153 21, 415 6, 634 
NNR bie ih anneneee 92, 618 | 23, 568 18, 194 | 29, 230 16, «58 5, 082 
Farm ! 3... ons 30, 158 10, 106 6, 611 6, 923 4, 957 1, 552 
| | 








1 Includes small number of persons of unknown age, 
3 Farm population excludes urban farm, 


Source: Reports of the Bureau of the Census, 


In 1958 about 9 percent of the farm population was 65 years and 
over, compared with 5 percent in 1930. Are these people in their de- 
clining years, after most of their productive years have ended, going 
to be forced to watch the erosion of their life savings? Half the farm 
population consists of people under 24 years of age. Are inflated 
prices going to make it more and more difficult for young people to 
acquire their own, farms? Are soft wage settlements and undue price 
rises going to price agriculture out of more farm markets? Must we 
allow the real value of savings bonds, life insurance, and other savin 
to erode away? Isn’t it time we stood up and were counted on this 
issue? Those who say “a little inflation is inevitable, relax and enjoy 
it” are doing a tremendous disservice not only to our farm people but 
tothe whole Nation. 

FARM POPULATION 


I would like to turn now to a discussion of the decline in farm popu- 
lation. The facts that I am presenting come from the official records 
of the Department of Agriculture and the Census Bureau. 

Farm population has been declining for many years. In 1933 
there were 32.4 million people on farms. This was about 26 percent of 
the total national population. 

Farm population dropped by 10 million during the next 20 years—an 
average decline of nearly 500,000 per year. By April 1953 the farm 
population was 22.7 million, about 14 percent of the total population. 

From April 1949 to April 1953 the decline was 3.3 million—over 
800,000 per year. 
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A further decline of nearly 2 million has taken place since 1953—an 
average of 400,000 per year. The farm population on April 1, 1958, 
was 20.8 million. 

One hundred years ago farm people made up an estimated 65 percent 
of the U.S. population. 

Now farm people are 12 percent of the population. 

While farm population declined farm output per worker has been 
shooting up. 

The average productivity of U.S. farm workers since 1940 has in- 
creased more than in the previous 120 years. In 1820 each farm worker 

roduced enough to meet the needs of 4.1 persons. By 1940 this figure 
cea risen to 10.7. But by 1958 a farm worker produced enough for 
the needs of 25 persons. 

Since 1940, farm worker productivity has more than doubled, total 
output of farm products has increased about 48 percent and the U.S. 
population has increased 32 percent. 

The technological revolution in agriculture obviously made it 
impracticable for all the 30 million farm people of 1940 or the 27 
million of 1947 to remain in farming. 

Expansion of industry into rural areas, growth of the military, the 
automobile and modern roads have facilitated the off the farm 
movement. 

SOME BASIC CONSIDERATIONS 


In the President’s message on agriculture of January 29, 1959, he 
pointed out that “the existing price support program chi annels most of 
the dollars to those who store the surpluses and to relatively few 
producers of a few crops.” To help this committee ev aluate the 
effects of changes in legislation the Sling chart entitled “Basic 


Crop Allotment Data” is presented depicting ‘for the allotment crops 
the percentage of the acreage allotment of the farms by size groups. 
In addition the following data from the 1954 census should be noted. 
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BASIC CROP ALLOTMENT DATA 
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Number of farms, value of sales and acreage in farms, by economic class of farm 
by States, 1954 Census of Agriculture 




















| 
Number of farms Value of sales Acreage in farms 
Class ! = 
Number | Percent of |} Amount | Percent of | Number | Percent of 
total total total 
| | jit eat 
Thousands 1,000 acres 
United States..............--- | 4,783, 021 100. 0 |$24, 813, 570 100.0 | 1, 160, 044 100.9 
I i a | 134, 003 28 | 7,767,926 31.3 259, 848 20.4 
Cee 448, 945 9.4 6, 683, 635 26.9 241, 452 20.8 
RN BE rsdn Koos inicin 706, 929 14.8 | 5,084, 640 20. 5 220, 520 19.0 
I cereale A cancsesniennd 811, 965 | 17.0 3, 0O8, 511 12.1 163, 216 14.1 
RN Eh hoe bas te tute | 763, 348 16. 0 1, 413, 660 5.7 102, 515 8.8 
ee oe oe 4\2, 427 9.7 349, 518 1.4 44,915 3.9 
UII occa counieascigrcercreansene | 574, 575 | 12.0 356, 695 1.4 46, 626 4.0 
Residential. ..........._- | 878, 136 18.4 63, 851 nm 41, 896 3.6 
I a a hi | 2, 693 | ol | 85, 133 .4 39, 055 3.4 
| 





1 Criteria for economic classes of farms: 


Commercial farms: Gross value of farm products sold 
ee cu ccummnnue $25,000 or more. 
ere eee et ee sods moweian $10,000 to $24,999. 
mee $5,000 to $9,999. 
ee cea $2,500 to $4,999. 
I Ee oo ix nm bal $1,200 to $2,499. 
con ae cs Eee eae eee so ae $250 to $1,199. 
Other farms: 
NN iia a eae teeta dha doncbasackee $250 to $1,199. 
a a Less than $250. 
I a a a Institutional farms, experimental farms, ete. 


These data show that the price support program cannot do much 
to help the farmers in the greatest economic difficulty; i.e., those op- 
erating the smaller farms. 


RURAL DEVELOPMENT PROGRAM 


The rural development program approach is a much better alter- 
native for the more than half the Nation’s farmers with gross incomes 
from sales of farm products of $2,500 or less. This group sells less 
than 10 percent of the total marketings. 

Members of this committee are familiar with the cooperative rural 
development program, now going forward in some 200 counties in 
30 States, and the progress that has been made through this new, 
pioneering effort. 

In legislative actions going back to the start of the program in 1955, 
the Congress has provided significant new measures which will aid 
the cause of rural area development. 

In recent months, we have taken steps to speed and perfect the rural 
development program, and to focus increased attention on this entire 
activity. 

This committee will be interested to learn that the rural develop- 
ment program has already influenced the planning of agricultural 
leaders outside the States presently taking part in the program. Sev- 
eral of these States plan to inaugurate similar work, or already have 
a pilot project under way. 

About 2 weeks ago the National Agricultural Advisory Commission 
recommended that the time is right for an aggressive expansion of the 
program. We agree wholeheartedly. We intend to do our best to 
carry out this recommendation. 
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AGRICULTURAL PROGRESS PROGRAM 


Irreversible, cumulative, and continuous; these are three descrip- 
tive adjectives for the scientific revolution which agriculture is now 
undergoing. Our programs must— 

1. Find ways of further expanding outlets. 

2. Utilize abundance more completely. 

3. Help farm families to greater general prosperity and free- 
dom. 

4. Provide realistic price support and stabilization programs. 

We have made various proposals to implement these objectives. 


AGRICULTURAL EXPORTS AND PUBLIC LAW 480 


Agricultural exports in fiscal 1957 and 1958 totaled $8.7 billion— 
the ‘highest for any 2-year period in our history. Exports held 
up reasonably well in the year just ended, totaling about $3.7 billion, 
almost 70 percent of this being sales for dollars. Government pro- 
grams, particularly Public Law 480, again demonstrated their im- 
portance in keeping agricultural exports at a high level. Between 25 
and 30 percent of these exports moved under the Public Law 480 pro- 
grams—foreign currency sales, barter, emergency relief—and under 
section 416 donations. 

The title I foreign currency sales program accounted for almost 20 
percent of total U.S. farm exports. The program has been par- 
ticularly significant for several export commodities. About 225 mil- 
lion bushels of wheat, or half the total U.S. wheat exports in the past 
fiscal year, moved under title I; so also, more than 700 million pounds 
of soybean oil and cottonseed oil, or about 65 percent of total vege- 
table oil exports; about one-third of rice exports; and one-fifth of 
cotton shipments. 

Since its inception we have programed $8.4 billion worth of agri- 
cultural products under Public Law 480. 

We have recommended a 1-year extension of Public Law 480 and 
an additional authorization of $1.5 billion for title I sales and an 
additional $300 million for title II grants for foreign famine relief 
and other assistance. There is obvious need to move large quantities 
of our agricultural surpluses. There is a demand for our products, 
particularly in friendly underdeveloped countries having major for- 
eign exchange problems. Passage of an extension as recommended 
will permit programing of our surpluses without interruption and 
will permit the same rate of programing currently authorized under 
title I. This extension, including barter, I understand will be dis- 
cussed with your committee next week. 

We are striving to increase the effective utilization of surpluses 
within the concepts of the President’s food for peace program. 
Amendments of existing legislation are being prepared to further 
implement this program. 

As you know, we have held meetings with the principal wheat ex- 
porting countries to review operations under existing programs and 
to explore additional methods whereby agricultural abundance can be 
used constructively in the free world. 

The first food for peace conference resulted in the establishment 
of an international Wheat Utilization Committee. The Committee 
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was organized to achieve closer working relationships between major 
wheat exporting nations and to make more effective use of wheat to 
raise world nutritional levels and assist in world economic develop- 
ment. The Committee met in June and agreed on general guidelines 
for developing and carrying out programs for concessional sales of 
wheat, such as title I of Public Law 480. These guidelines relate pri- 
marily to carrying out noncommercial wheat export programs so as to 
be compatible with commercial wheat export objectives. 

Expansion of exports of U.S. farm products is difficult. Although 
it may be uneconomic, many countries try to be as self-sufficient as 
possible in agriculture. To achieve protection they impose substan- 
tial import duties and other barriers to increased trade in farm 
commodities. 

We have had some particular problems with respect to efforts to 
increase exports under special Government programs. Most coun- 
tries, even those lesser developed, take into account their own produc- 
tion while seeking assistance under concessional Government pro- 
grams. On a total basis, for example, world production of wheat, 
rice, and feed grains in 1958 reached an alltime high. Wheat pro- 
duction in 1958 is estimated at nearly 9 billion bushels, 12 percent 
above the 1956 record crop and 25 percent above the 5-year average 
for 1950-54. Obviously pire is a relationship between world pro- 
duction of food and feed crops and the quantities of these commodi- 
ties which we might program under title I and other programs, 

Many countries have experienced a fortunate improvement in their 
foreign exchange situation so that they have graduated, so to speak, 
out of the title I ranks. Japan and Austria are good examples of 
such countries. 

Our best opportunities to increase food and fiber consumption and 
to export food for economic development purposes are in the less- 
developed countries. These countries, however, often have limited 
port, transportation, and storage facilities which place a physical 
restriction on their capacity to import commodities. Despite induce- 
ments present in concessional sales such as title I, negotiations are 
often prolonged before countries acecpt some of the provisions of the 
act. We expect that there will continue to be instances where greater 
concessions are sought by particular countries. I have not intended 
to belabor the problems encountered in maximizing U.S. agricultural 
exports. But in seeking ways to use our surpluses we must be real- 
istic. We must recognize some of the limitations involved. 





FOOD DONATION PROGRAMS 


Although: the record of the USDA is outstanding in this field, at 
times it has been subject to unjustified, unwarranted criticism. 

The facts are these: 

1. Over the past 7 years we have moved a total of 12 billion pounds 
of food out of CCC warehouses and onto the plates of schoolchildren 
and the needy, at home and abroad. In just this past year, over 14 
million of our schoolchildren used this food. Almost 114 million 
people in the Nation’s charitable institutions and millions of needy 
individuals in families have benefited from our donation programs. 

2. In March of this year, when the donation program to needy 
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families reached its peak, surplus foods were being distributed in 
1,214 counties and in 164 cities and towns. The total pee in 
these areas represented over 50 percent of the total U.S. population. 
In March, some 5.7 million needy individuals received surplus 
commodities. 

We are reaching the areas of greatest need. Of 74 major labor 
market areas classified as “areas of substantial labor surplus” in March 
of this year, our donation program was operating in 72. The com- 
modity donation program also reached a large number of distressed 
rural areas not officially designated as labor surplus areas. In many 
counties we have, month in and month out, been supplying foods to 
better than 25 percent of the total population resident in those coun- 
ties. In a few counties of severe economic distress, we have been sup- 
plying food to more than 40 percent of the county population. 

I want to emphasize that participation in the domestic donation 

program is entirely at the option of State and local officials. We 
stand ready to supply surplus commodities any time, anywhere we 
are requested to do so. And our statistics show that those areas 
which are subject to long-term economic difficulties have been making 
good use of our program, year in and year out. 
3. After requirements of domestic recipients have been met, the 
Department has exerted every effort to move available surplus foods 
to the needy abroad. In the past fiscal year, an estimated 60 million 
people in 85 counties benefited from these surplus foods. 

This has been a striking record of achievement, at home and abroad. 
But, we are asked, why don’t you do more? I would like to make 
the answer crystal clear. 

The Commodity Credit Corporation is not a supermarket bulging 
with a fabulous variety of foods. I have seen articles and speeches 
citing the fruits and vegetables, the meats and fresh eggs we presum- 
div have onhand. You know and I know that we have none of these 
items in our inventory. 

Better than 85 percent of our inventory consists of the so-called ba- 
sics—corn, cotton, wheat, rice, peanuts, and tobacco. We are process- 
ing and distributing corn, wheat, and rice—every pound that any ac- 
credited agency anywhere in the United States says it can use for needy 
people without waste. 

We are similarly distributing dry milk. Likewise, we have dis- 
tributed butter and cheese until it became necessary to reserve remain- 
ing supplies for schools and charitable institutions. And, when it 
became apparent that eggs faced extreme marketing difficulties, we 
used section 32 funds to process eggs and distribute them in dried form. 
Neither we nor the local distributing agencies had the facilities to ade- 
quately handle the distribution of fresh eggs to needy families. 

And this leads me to the second and central fact. The basic legisla- 
tion under which we conduct our donation programs is directed at 
maintaining and improving farm income. We have no authority to 
go into the local market and purchase foods to provide the needy with 
a balanced diet. The Department can distribute only those commodi- 
ties which it acquires under specific farm legislation and then only 
after all commercial outlet possibilities have been covered. Our re- 
sponsibility is to see that maximum use of available surplus foods is 
made in the most constructive manner possible to help those in great- 
est need. This, I believe, is exactly what we are doing. 
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RESEARCH 


Despite surpluses in a few commodities we need a strong, well- 
balanced, continuous program of research to maintain a continuous 
flow of products from our farms, ranches, and forests to meet the ex. 

anding needs of our increasing population. This will help in the 
Seubenhons of a wise use and management of our lands and for the 
economical provision of water to meet ever enlarging needs. Market- 
ing and utilization research, including research on the industrial utili- 
zaton of agricultural products, is especially needed for broadening 
the markets and uses for the crops which can now be produced in such 
abundance. 

Today our most urgent problem is to find new ways of expanding 
markets for the abundance now produced on our farms. 

Research needs to develop new industrial uses for agricultural com- 
modities. At the same time, it needs to give farmers new techniques 
for producing commodities of uniform quality in high volume, for pro- 
ducing them in ways that are profitable to farmers and at costs that 
permit competition with other industrial raw materials. 

Utilization research to find industrial uses for farm products should 
be expanded. But the expansion should take place in our regular re- 
search organization. There is no need for a crash program or a new 
agency. 

Our research programs are closely coordinated with the programs of 
the State agricultural experiment stations and are conducted with 
fullest possible awareness of the related research programs of other 
public and private agencies. To establish such an independent or- 
ganiaztion would cause confusion, would be contrary to sound adminis- 
tration, and would disrupt vital day-to-day working relationships with 

roduction and other research activities of the Department and the 

tates without compensating benefits. 

The Congress has authorized the use of foreign currencies for re- 
search in foreign countries under Public Law 480. This program is 
conducted through contracts or grants to foreign scientific institutions, 
The research covers both fundamental and applied research leading 
to new and expanded uses for present crops, new crops, more produc- 
tive forests, improved methods for the control of diseases and pests 
affecting plants and animals, improvements in agricultural marketing 
practices, and solutions to other agricultural and forestry production, 
marketing, and utilization, as well as human nutrition problems. 

During the past 6 years the budget for agricultural research has 
more than doubled. This is concrete evidence of our interest, and that 
of the Congress, in an adequate, balanced, sound research program. 
You may rest assured that such a program will have our continuing 
vigorous attention with emphasis on utilization and market expansion. 


NEED FOR CONSERVATION RESERVE BEYOND 1960 


The surplus prone in agriculture has become extremely important. 
The effects of the surpluses are felt not only in the products that are in 


surplus but are felt directly or indirectly in many other farm products 
‘akan creating difficulties for many of our farmers. 

The conservation reserve program has proved to be an effective 
attack on the source of the surplus problem. Under this program 
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substantial amounts of farmland have been shifted out of production 
for periods of 3 to 10 years or more. This had led in many instances 
to a permanent shift of such land to uses for which it is better adapted. 

Our experience with the conservation reserve program has shown 
that farmers will voluntarily cooperate in bringing about the desired 
land use adjustments. We know also that the conservation reserve 
ean effectively aid the farmer who desires to retire, relocate, or other- 
wise establish himself. Approximately three-fourths of the land in 
the conservation reserve program this year involves entire farm units. 

Experience under the conservation reserve program has shown that 
in many instances the program has resulted in speeding up some 
trends generally recognized as being desirable. This includes such 
trends as reforestation over wide areas of deteriorated lands, particu- 
larly in the southeast, and expansion of allied industries. Another 
example is the nearly 5 million acres of Great Plains land that have 
been included in the conservation reserve program. Nearly all of 
that acreage has been planted to grass to the long-time benefit of the 
Great Plains area. 

There are many other benefits of the conservation reserve program. 
An example is the wildlife aspect which has the strong support of 
conservationists and other interested people, including many who are 
not ordinarily concerned with or interested in the problems of 
agriculture. — Nae ' ; 

Up to this time 23 million cropland acres have been signed up in the 
conservation reserve. Much, if not most, of this land is of average 
or better productivity and has been retired at least temporarily from 
adding to our surplus problems. 

The accomplishments under the program clearly show that the con- 
servation reserve offers a practical and feasible means of accomplish- 
ing, on an entirely voluntary basis, effective land use adjustment. 
It achieves this adjustment without subjecting our farm people to 
further regimentation and without the necessity of the Government’s 
having to take ownership of the farmland. 

Our studies indicate that avoiding surplus production through a 
conservation reserve program costs much less than disposing of sur- 
pluses from the same land under present methods. 

We have found advantageous, and it is desirable to continue, the 
competitive offering system for accepting conservation reserve con- 
tracts. That system assures our getting the best results per dollar 
of cost. 

We have recommended that the conservation reserve authority 
should be extended as a means of helping to achieve the desired agri- 
cultural adjustments, to accomplish greater conservation of land not 
presently needed for production, and as a practical means of meeting 
the surplus problem in agriculture. 

But there is no point in pushing disposal programs and the conser- 
vation reserve on the one hand unless we tie it all in with realistic 
price support action on the other. 


INVENTORIES AND COSTS 
There has been much confusion about the costs of the price support 


programs. 


41478—59——-21 
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Comparisons have been made between the small Commodity Credit 
Corporation investment in price support (loans outstanding and in. 
ventories) as of June 30, 1952, $1.4 billion, and the current investment, 
$8.8 billion, an increase of $7.4 billion. The 1952 investment repre- 
sented the post-Korean low and reflected wartime disposition of com- 
modities. 

It should be recalled that my predecessor in this office announced 
that there would be no acreage allotments for 1952 or 1953 and that 
price supports would be maintained at 90 percent of parity. The 
announcements were made prior to November 1952. Now, everyone 
should know that CCC acquisition dates for the basic crops are in 
the calendar year following the crop year in which the crop is har- 
vested. The fuse of the time bomb was lit in 1952, but it exploded 
in the form of higher CCC inventory and investment in 1954. The 
increase in CCC investment between June 30, 1952, and June 30, 1954, 
was $4.6 billion—the highest 2-year increase on record. I leave to 
history the weighing of the scales for this inherited problem. 

A more valid comparison of the net increase in the Government’s 
investment in price support would be as of July 1, 1954, the year in 
which the majority of the 1953 crops came into Government hands, 
On that date, we had an investment in price support of $6 billion, 
which, compared with the current investment of $8.8 billion, shows a 
net increase of $2.8 billion. The accompanying chart No. 3 gives 
graphic evidence of the building in CCC investment despite our con- 
stant efforts to dispose of as many of our commodities as possible. We 
have done this competitively on a fair and sound basis, endeavoring at 
all times to avoid operations which might be considered as dumping. 


Cuart 3 


COMMODITY CREDIT CORPORATION 


COC INVESTMENT IW LOANS AND INVENTORIES 
AT ENO OF FISCAL VEARS 1952-1963 
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As of July 1, 1954, the inventory of Commodity Credit Corporation 
amounted to $8.7 billion. From that date through June 30, 1959, we 
acquired commodities valued at $17.6 billion. During the same period 
we disposed of commodities valued at $15 billion, about half of these 
disposals being sales for dollars. As of July 1, 1959, inventories are 
estimated at $6.3 billion. Loans outstanding showed only a slight 
increase from $2.3 billion as of July 1, 1954, to $2.5 billion estimated 
on June 30, 1959, making a total investment of $8.8 billion. The 
Commodity Credit Corporation could have about $12 billion tied up 
in price support investment by June 30, 1963, based on long-term pro- 
jections and average weather unless changes are made in the old basic 
law. 

Had we used our disposal authorities to get rid of our commodities 
indiscriminately, we would have disrupted domestic and export mar- 
kets and our relationships with friendly nations would have been 
seriously impaired. More billions of dollars of appropriations would 
have been required to reimburse the Commodity Credit Corporation 
for its losses on such disposals. By law, the Corporation is required 
to be made whole each year for its realized losses on its regular opera- 
tions and for costs of special disposal programs. Such costs from 
July 1, 1954, through June 30, 1959, amounted to approximately $12.1 
billion. Obviously higher price supports would have had even more 
costly effects. 

We will continue to dispose of our commodities as rapidly as pos- 
sible consistent with the many problems involved. We do not wish to 
pile commodity on commodity when costs of carrying such commodi- 
ties are also increasing. By the end of fiscal 1961, annual costs of 
storage, transportation, and interest will amount to approximately 
$1.4 billion, or the staggering sum of $3.8 million per day, as indi- 
cated by chart No. 4. 
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THE MOST URGENT PROBLEM 


This brings us to our most urgent problem : Wheat. 

On January 29, 1959, President Eisenhower delivered to the Con- 
gress a special agriculture message and attached memorandum which 
provided the outline of a program for progress in agriculture. The 
iasident proposed in that message that price supports be related 
to a percentage of market prices during the immediately preceding 
years. As has become increasingly evident the mandatory levels of 
price support for the legislatively designated basic commodities are 
unrealistic. Actually, for many producers, they are production in- 
centive market destroying prices. 

In his message of January 29, the President said : 

I recommend that prices for those commodities subject to mandatory supports 
be related to a percentage of the average market price during the immediately 
preceding years. The appropriate percentage of the average market price should 
be discretionary with the Secretary of Agriculture at a level not less than 75 
and not more than 90 percent of such average in accordance with the general 
guidelines set forth in the law. Growers of corn, our most valuable crop, have 
already chosen, by referendum vote, program changes which include supports 
based on such an average of market prices. 

If, despite the onrush of science in agriculture, resulting in dramatic in- 
creases in yields per acre, the Congress still prefers to relate price supports 
to existing standards, the Secretary should be given discretion to establish the 
level in accordance with the guidelines now fixed by law for all commodities 
except those for which supports presently are mandatory. 

Hither of these changes would be constructive. The effect of either would be 
to reconcile the farm program with the facts of modern agriculture, to reduce 
the incentive for unrealistic production, to move in the direction of easing 
production controls, to permit the growth of commercial markets, and to cut 
the cost of Federal programs. 

Later in the message the following paragraph appears: 


Difficulties of the present program should not drive us to programs which 
would involve us in ever greater trouble. I refer to direct payments, which 
could soon make virtually all farm people dependent, for a large share of their 
income, upon annual appropriations from the Federal Treasury. I refer also 
to various multiple price programs, which would tax the American consumer 
so as to permit sale for feed and export at lower prices. 

Every study which our technicians have made in these areas bears 
out the wisdom of the President’s conclusions. 

Last year there was adopted the Agricultural Act of 1958, which 
affected primarily cotton, rice,and corn. In view of this recent action, 
our transmittals of suggested legislation to implement the President’s 
recommendations covered only wheat, tobacco, and peanuts. The pro- 
posed legal language is in your hands. 

We are facing a very grave crisis in wheat. Our carryover is esti- 
mated at nearly 1.3 billion bushels. The 1959 crop is forecast at al- 
most 1.2 billion bushels. The carryover a year from now may be 
more than 1.4 billion bushels, and taxpayers may have close to $314 
billion tied up in wheat alone. 

But that is not all. Continuing the present program will mean a 
further buildup in the budget expenditures above the present $1.2 
billion. This could mean the breakdown of all price support programs. 

The Congress has proved that it can act quickly. There is still time 
for action at this session. Farmers have not yet planted their 
1960 wheat crop. The Congress has it within its power to enact a 
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sound, realistic wheat program this month. By doing so, wheat. pro- 
ducers may be saved from eventual disaster—a disaster which could 
put in jeopardy all farm price support programs. None of us wants 
this to happen. We must not let it happen. 

This committee has worked long and hard in exploring this prob- 
lem. Gentlemen, I believe we are much closer to agreement than some 
people represent. Action now can gain a full year—can save hun- 
dreds of millions of dollars in farm program costs—can put wheat 
producers on the road to a sound, prosperous, expanding, and free 
agriculture. 





CONCLUSION 


In our generation for the first time in history, the American farmer 
and the sciences and services available to him have brought forth 
abundance. Our productivity on the farms has increased more 
rapidly than in the industrial component. 

{f we look at our agriculture over the broad scope, it is today a 
fairly bright picture. Production is at the highest levels in history, 
so is gross and per capita farm income. Farm ownership is at its 
highest level, and so is the farmer’s net equities. Transportation, 
telephones, television, electricity and other aids to abundant living 
are more widely available than ever before. The standard of livin 
on our farms is the highest we have ever known. There are stil 
serious unsolved problems, including the cost-price squeeze, though 
we are making progress. The problem narrows down toa few crops 
in which with the greates of good will and the very best of intentions 
outmoded programs have been too long continued. 

I have set forth the problem areas, what we are doing to improve 
the situation in these areas and what needs to be done legislatively. 
Of course the legislative changes are up to you. 

We are deeply appreciative of the difficult legislative decisions with 
which this Committee is faced. We are anxious to be of assistance. 

We will supply promptly any further factual data available and 
the best judgments that can be had from the Department on any 
proposals. 

As the President has said to Congress: 

Continuation of the price support and production control programs in their 
present form would be intolerable * * * The situation calls for prompt and 
forthright action. 

The Cuarman. Mr. Secretary, we thank you very much for this 
very comprehensive statement. I would like to make a few observa- 
tions and ask a few questions. 

I note with approval your explanation of the increase in the prob- 
lems of agriculture dating back to the year 1952. Iam sure you re- 
alize that in 1952 our Nation was engaged in war and the Secretary 
of Agriculture, your predecessor, was calling upon the farmers of 
America to produce ever-increasing crops. I think in that year he 
asked the cotton farmers to produce a 16 million-bale cotton crop. It 
was not until July 1953 that we had a cessation of hostilities in Korea 
and the 1953 crop had been planted and the farmers of the Nation fol- 
lowed the advice of the then Secretary of Agriculture. They were 
engaged in a program referred to as “Food for Freedom.” 
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I realize that those crops had to be harvested, and since there was 
no market for them, they went into storage. In 1954 we did apply 
strict acreage allotments and markteing quotas. ‘The farmers have 
done their best to keep production in line with consumer demand and 
to prevent acc cumulation of surpluses. 

This story you are telling in this committee room today it seems 
to me should be told by you on every platform and from every pulpit 
from which you speak, but unfortunately this story has not been 
carried to the consuming area of America by you. Certainly the 
press re orts do not indicate that the accuracy of the situation has been 
pictured to the consumers of the Nation. On the contrary, the con- 
sumers have been led to believe that the farmers of the Nation are 
becoming unduly enriched because of this so-called crazy quilt farm 
program. , 

The program you refer to, which is now still in operation, was a 
pregram that was built over a period of 20 years and which oper: ated 
successfully and well for 2¢ years, in times of war and in times of 
peace, and at the end of 20 years the price support program showed 
a net profit of $13 million. The cotton program alone showed a net 
profit of $268 million. Taking into consideration all the losses and 
all the gains, we had a net profit of $13 million. That $13 million 
profit has disappeared and we have sustained gigantic losses in the 

meantime. 

I call attention to the fact that you have had during your tenure in 
office the same legislative machinery and the same programs that your 

redecessors had. Now our losses are tremendous. I am not blam- 
ing you for all the losses but I am pointing out the losses have been 
sustained in the last 614 years. 

I want to call your attention to a further fact. During the last 
614 years, the time you have been in office, budget e xpenditures for the 
Department of Agriculture, the Department which you administer, 
have been more than budget expenditures for all of your predeces- 
sors for more than 90 years, The entire budget expenditures for the 
Department of Agriculture from the date of its organization in 1862 
to January 1, 1953, amounted to about $27.5 billion and the budget 
expenditures of the Department from 1953 to 1959 amounted to $31.5 
billion. During that same 6 years, the first 6 years, immediately pre- 
ceding your coming into office, the net farm income of the farmers 
of the country amounted to approximately $90 billion and in the last 
6 years, although the farmers have produced 15 percent more food 
and fiber, the total net income of the farmers of America amounts to 
about $73.5 billion, a difference of about $17 billion in farm income in 
these last 6 years. 

I mention that to emphasize the fact that the farmers have not 
been unduly enriched during the last 6144 years; at the time we have 
been sustaining these losses, farm income has gone down. 

Speaking now of the size of your operation, you have 20,000 more 
people employed in the Department of Agriculture now that was the 
ase 6 years ago. The Agriculture budget today is more than 50 
ercent of the net inc ome of all farmers of Amer! ica. Of course, we 
ave to do something about the situation. I agree with you that we 
are in an intolerable : situation, a situation which makes it difficult for 
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us to justify a continuation of the program we have in the manner in 
which it has been administered. 

We speak of the old program and the new program. During the 
614 years you have been in office, every year during that time you 
have been asked the question—and I ask it again right now: Do you 
advocate the repeal of a single law that is now on the books? If SO, 
just name and number the law and tell us what you want to do about 
it. I pause for an answer. 

I know your answer is you are not advocating the repeal of a single 
one of those laws; you are only advocating the modification of one law 
or part of one law. Is that a correct observation ? 

I will sum it up by asking you to tell this committee what the Ben- 
son farm program is. 

Secretary Benson. I would like to respond to the last question first 
and I would like to comment on the others you have raised, if I may, 

First of all, the program which has been recommended is the one 
set forth in the President’s message in January of this year, to which 
I have alluded again this morning. That makes very clear the recom- 
mended changes : which we think are desirable and should be enacted 
into law. 

The Cuatrman. Is it not summed up in one proposal, to wit, to give 
you more discretion over the price-support program ¢ 

Secretary Benson. No; there are several proposals in the message, 
Mr. Chairman. That is only one. There are many. But on these 
other points you made, may I say this. 

First of all, there is not a thing in this statement this morning that 
I have not mentioned many times in speeches across the country, “prob- 
ably not to the degree that the Chairman would like to have me do. I 
have tried to be objective and honest and lay the thing out before the 
American people. 

On this question of the buildup of surpluses in 1952 and 1953, I 
realize we were at war when this ener came into office and 
when my predecessor was serving. However, I do think the public 
should know the situation that I found when I took office. I realize 
there is a great difference between the period of the 20 years you refer 
to and the last 6 years. For one thing, during that 20 years we had 
two wars. I think that is a very poor ‘solution for the farm problem, 
but it certainly did bail us out so far as surplus stocks were concerned 
on two different occasions with two wars. 

The program that had been developed I am sure was a program 
aimed at meeting the needs of the depression period of the thirties, 
and I am sure it had broad support of both major parties. Then it 
was revised to meet the needs of war. I am sure it was in good faith 
with the support of both parties. But today we have neither depres- 
sion nor war. The program which was intended for those earlier 
years does not fully fit the picture today. 

On the question of budget, I think the Dep artment of Agriculture 
budget is too high. Of course, the program in the Department has 
expanded greatly. Going back 100 years, the objective set forth by 
Abraham Lincoln when the Department was created was to develop 
and disseminate useful information to farmers. That was the pro- 
gram, which means research and education. We have gone far afield 
from that. We are still carrying on research and education. I am 
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sure no one envisioned that we would get into the handling of com- 
modities, marketing of commodities, the attempt to peg prices at arti- 
ficial levels. This, of course, all costs money. 

We have a breakdown which we could supply for the record, show- 
ing just where the increase in personnel has taken place during the 
last 6 years. There has been an increase. There has been a decrease 
in the Secretary’s Office but there has been an increase overall in the 
Department. I would like to insert it, if I may have your permisison, 
for the information of the committee. 

The CHarrMan. We will be glad to have you do that. 

Secretary Benson. It shows a breakdown. There has been an in- 
crease and this shows just where that increase has taken place. 

(The table referred to is as follows :) 


U.S. Department of Agriculture analysis of average annual positions, fiscal year 
1959 compared with fiscal year 1952 


ssi cach age gab sicatadasplp vies es eg iane haceatecioats ae ena 81, 095 
PINON FOO? 20GB oss oat la ci erbeeet loess lS eee 62, 812 

OOD csi scey sitntss sista ten adgtaaia te akin nite wopalanuine et pO ee ee ae 18, 283 
Increase resulting from legislation for new programs: 

Watershed Protection and Flood Prevention Act (Public Law 566, 

ANF nd alah ck a a ies ke oe acc ec 1, 360 

Soil bank programs (Public Law 540, 84th Cong.) _______-_______ 964 

Great Plains conservation program (Public Law 1021, 84th Cong.) ___ 256 

Mandatory poultry inspection (Public Law 85-172, 85th Cong.)____~_ 913 

Agricultural Trade Development and Assistance Act (Public Law 
466, S60 Oot. 20 RiOGING oS iia Ss Sst rece dd ed 5 749 

Agricultural attachés—transfer from State Department (Public Law 
RN SUE ONIN 2B ean schnciy ait tctaasigatnl as Tet een ie te Ane a ee 242 

Acreage allotments and marketing quotas (amendments to Agricul- 
tural Adjustment Act of 1988 by Public Law 690, 88d Cong.; Public 
Law 540, 84th Cong.; and Public Law 85-835, 85th Cong.)_-.__.__ 355 

National Wool Act (Public Law 690, 88d Cong.) ~...-..-...._______-_ 111 

LOCAL TOW PRONTO IIN erences cet ccbenh ina nae 4, 950 
Increasing for strengthening and expanding existing programs: 
Brucellosis eradication program (Public Law 690, 83d Cong., 

SO a aac ain cscticanl ne ueehenadil ened chahidaialiegteigh iineeiantt Utesaaatinisnidaaesilasttiltaaaa tbat 2, 195 
Pemmemrcs ib CRG NION a ok a ee ee 2, 799 
Forest land management and roads and trails_________________ 2, 915 
Increased volume of price support activities_.........-.-______ 1, 596 
SCS technical assistance to farmers, districts and services 

BR SN i nc align shania actinic einstein a 1, 26 
Disease eradication and pest control (Screwworm, fire ant, 

khapra beetle, pink bollworm, gypsy moth, et.) _---..-..-_____- Se 405 
Inspection and grading of farm products other than poultry 

(financed from fees paid by producers and processors) ..-_--____ 585 
Brush disposal and other improvements on national forests 

(financed primarily from fees paid by permittees and purchases 

Oe  SiR0GN) i oa ka SI ia da i ee 2, 599 

Total increases to existing programs______..-._...-....___ 14, 384 

Other programs: 
Making and servicing farm operating and ownership loans (FHA) —943 
BE MMe Aiiticscecteseced dtd eos cee cs a lca lmnias asi iSabgnla es satacpaciane As ianteme —108 
as GEE TORTIE. sak hittin sedi ceenndemeenin —1, 051 


TR icant i a al 18, 283 
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Secretary Benson. I would like to see the Department operated 
with fewer people and with less cost to the taxpayer. I would also 
like to see it more efficient in its service to farmers because it is a great 
service organization. I do not know how it could have been adminis- 
tered much better under the circumstances and under the legislation 
we have had to administer than has been done. No two people would 
administer exactly the same. We have tried te do the best job we 
could under the legislation under which we operate. 

If there have been mistakes m: ide, If there have been weaknesses in 
our operation, it has not been because of lack of desire to render the 
maximum possible service to agriculture. 

The Cuarrman. I would like to go back again and ask you this. 
Some member of Congress has had courage enough to introduce a bill 
to repeal all these programs. I sent that ‘bill to you and you gave me 
an unfavorable report on the bill. 

Secretary Benson. I do not favor any such drastic legislation. I 
think it is unnecessary, uncalled for, and would be unwise. 

The CuarrMan. You have not named or numbered a single law you 

vant this committee to repeal, either. I want to ask you if it is not a 
fact that basically the only proposition that you have advanced is to 
lower or make more flexible the price support levels and to give the 
Secretary of Agriculture more discretion in fixing the levels of sup- 
port. 

Secretary Benson. Mr. Chairman, we have asked for repeal of 
certain sections of laws. For example, we have asked repeatedly 
that we repeal the provision in the law which makes it illegal for 
a farmer to produce on his own farm wheat or other feed “grains 
which he wants for the use of his own livestock on his own farm. 

The CrHarrmMan. We accepted that proposition in the committee 
here; I think it was unanimously approved and sent to the White 
House and the President vetoed it. 

Secretary Benson. It was accepted partially last year. You in- 
creased from 15 acres to 30, I think. 

The Cuarrman. This time Mr. Albert’s Subcommittee on Wheat 
completely lifted it and under that bill would have permitted the 
farmers to produce just what you think they should. 

Secretary Benson. I was very pleased with the action taken by 
Congressman Albert’s committee on that provision, but the bill, un- 
fortunately, was loaded up with other things that made it undesir- 
able and so the President felt impelled to veto it. 

The Cuarrman. It was loaded up with a reduction of 25 percent 
in acreage of wheat 

Do you know of any way to prevent accumulation of surpluses 
other than to reduce production of the commodity 

Secretary Benson. As a matter of fact, Mr. Chairman, cuttin 
back the acreage on wheat and raising prices further at artificia 
levels does not reduce production of wheat. In the first place, those 
acres are planted to something else, feed grains or other things. 
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Generally speaking, that is the way the program operated in the 
ast. 

The CuairMan. I know it has been, but we put out a plan to pro- 
vide that acreage taken out of wheat would not go into any other 
crop and the Government would pay in kind a third of the value of 
the crop which would have been harvested from the retired land. 

Secretary Benson. Mr. Chairman, I feel that is an unwise ap- 
proach to cut the farmers back further, especially in the areas where 
they can grow wheat most efficiently and where they have little op- 
portunity to grow other crops. What we are doing under the old 
program is cutting farmers back in the most efficient areas of wheat 
production and still lifting production in areas of less efficiency. 
Some of our great wheat States have lost as much as a million acres 
in wheat. They cannot afford to do it. They ought to be growing 
wheat in those areas and we ought to be growing less wheat in 
other areas. Except for this artificial price and this stimulus, we 
would not get the great expansion in these other areas. 

The CuarrMan. The expansion in the other areas would not be 
possible if you had strict acreage allotments and marketing quotas 
and high penalties for overproduction, and that is what we had in 
Mr. Albert’s bill and the bill this committee reported to Congress. 

Secretary Benson. If you had strict stediaction control on all 
crops, regardless of size of acreage planted, it might have that effect ; 
but under the old program we have stimulated production of wheat 
on the small farms because the price has been out of line with the 
prices for other commodities and the farmers saw it to their advan- 
tage to plant all they could under the law. 

In addit ion, while we have done that we have been drying up the 
feed market we once had for wheat, particularly in the areas outside 
the Corn Belt. We used to feed 200 million bushels of wheat, largely 
in noncorn areas. We have lost that market simply because we have 
priced the commodity out of the market. That is approximately the 
amount we have been accumulating annually in Government storage. 

The CuHarrman. I agree with you that wheat presents, the most 
yerplexing problem now confronting the Department of Agriculture. 
ell us what kind of wheat bill you want, Mr. Secretary. 

Secretary Benson. I think the wheat bill patterned after the recom- 
mendation the President made in his message and which I have re- 
ferred to this morning, which would relate the support level to the 
market price, would be more realistic and more workable than trying 
to fix it to parity as we do at the present time at. levels that tend to 
price wheat out of the feed market. 

The Cuarrman. Do you have any idea or could you or your asso- 
ciates tell us at what level you would consider price supports to be 
realistic for wheat ? 

Secretary Benson. May I ask as a means of helping to clarify this 
question that I be permitted to insert in the record the President’s 
veto message on wheat ¢ 

The Cuarman. You may insert it, but everybody on this commit- 
tee, Iam sure, is familiar with his message on wheat. 

(The President’s message follows:) 
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[S. Doc. No. 33, 86th Cong., 1st sess.] 


MessaceE FROM THE PRESIDENT OF THE UNITED STATES RETURNING WITHOUT 
APPROVAL THE BiLu (S. 1968) Entirtep “AN Act To AMEND THE AGRICULTURAL 
Act or 1949, AS AMENDED, THE AGRICULTURAL ADJUSTMENT ACT OF 19388, as 
AMENDED, AND Pustic Law 74, 77TH CONGRESS, AS AMENDED” 


To the Senate: 


I am returning herewith, without my approval, 8S. 1968, a bill to amend the 
Agricultural Act of 1949, as amended, the Agricultural Adjustment Act of 1938, 
as amended, and Public Law 74, 77th Congress, as amended. 

This bill seeks to enact temporary wheat legislation. It would require wheat 
producers to reduce their acreage by 25 percent and at the same time would pro- 
vide for increases in price supports on wheat to 90 percent of parity. 

On May 15 when I approved the joint resolution for extending the date for 
announcing the 1960 wheat acreage allotments and marketing quotas I said, 
“It is my hope that these additional 2 weeks will be used by the Congress to 
enact realistic and constructive—not stopgap—wheat legislation.” 

The proposed legislation embodied in H.R. 7246 is stopgap. It is not realistic. 
It is not constructive. It goes backward instead of forward. It is not in the 
interest of the wheat farmers of America. 

The bill disregards the facts of modern agriculture. The history of acreage 
control programs—particularly in the case of wheat—reveals that they just do 
not control production. Under acreage controls in the 1954-58 period, acreage 
was reduced by over 25 percent but at the same time yield per acre was 
increased by about 30 percent. The same situation would be likely to happen 
in 1960 and 1961. The poorest acres would be retired from production and all 
the modern technology would be poured onto the remainder. 

Hence the bill would probably increase, and in any event would not substan- 
tially decrease, the cost of the present excessively expensive wheat program 
now running at approximately $700 million a year. 

In my January 29, 1959, special message on agriculture, I recommended that 
price supports be related to a percentage of the average market price during 
the immediately preceding years. In this message I also stated that if in spite 
of the tremendous increases in yields per acre the Congress still preferred to 
relate price support to existing standards then the Secretary should have discre- 
tion in establishing support levels in accordance with guidelines now in the law. 

Contrary to the recommendations I made, this bill prescribes for a sick patient 
another dose of what caused his illness. The proposed return to the discredited 
high, rigid price supports would hasten the complete collapse of the entire wheat 
program. 

While the hour is late I feel that this Congress still has the opportunity to 
adopt realistic wheat legislation beneficial to all segments of our economy. 

Dwicut D. EISENHOWER. 

THE WHITE Hovsk, June 25, 1959. 


S. 1968 


EIGHTY-SIXTH CONGRESS OF THE UNITED STATES OF AMERICA, AT THE First SEs- 
SION, BEGUN AND HELD AT THE CITY OF WASHINGTON ON WEDNESDAY THE 
SEVENTH DAY OF JANUARY, ONE THOUSAND NINE HUNDRED AND FIFTY-NINE 


AN ACT To strengthen the wheat marketing quota and price support program 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That title 1 of the Agricultural Act of 1949, 
as amended, is amended by adding the following new section: 

“Src. 106. Notwithstanding the provisions of section 101 of this Act, for each 
of the 1960 and 1961 crops of wheat price support shall be made available as 
provided in this section. The support price for each such crop shall be 90 per 
centum of the parity price therefor. Wheat of any such crop shall be eligible for 
price support only if (1) the farm on which the wheat is produced is in compliance 
with the farm wheat acreage allotment for such crop, and (2) the total acreage 
on the farm devoted to the production of crops supported under the Agricultural 
Act of 1949, as amended, which would normally be harvested in the calendar 
year in which the wheat crop for which the producer applies for price support is 
normally harvested, does not exceed the total average annual acreage on the farm, 
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devoted to the production of such price supported crops for harvest in 1957 and 
1958, less an acreage equal to 25 per centum of the farm acreage allotment for 
the crop of wheat for which application for price support is made which would be 
in effect for the farm except for the reduction thereof as provided in section 
$34(c) (2) of the Agricultural Adjustment Act of 1938, as amended: Provided, 
however, That a farm shall be deemed in compliance with the foregoing require- 
ments for price support for wheat if no crop other than wheat supported under 
the Agricultural Act of 1949, as amended, is produced on the farm for harvest in 
1960 or 1961, whichever is applicable, and the farm is in compliance with the farm 
wheat acreage allotment. In accordance with regulations prescribed by the 
Secretary, the acreage of such price supported crops for 1957 and 1958 may be 
adjusted for abnormal weather conditions, established crop-rotation practices for 
the farm, diversion under soil bank programs, and to reflect history acreage 
preserved under section 377 of the Agricultural Adjustment Act of 1938, as 
amended, to the extent of any unused allotment not diverted to the production of 
such price supported crops. For the purposes of this section a producer shall not 
be deemed to have exceeded the farm acreage allotment or the acreage of per- 
mitted price supported crops for the farm unless the producer knowingly exceeded 
such allotment or permitted acreage. In addition, for the 1960 or 1961 crops of 
wheat, if marketing quotas for the particular crop are in effect and the producers 
on the farm meet the foregoing requirements for price support and, in accordance 
with regulations prescribed by the Secretary, designate an acreage on the farm 
equal to the’ 25 per centum reduction in the farm acreage allotment required under 
section 334(c) (2) of the Agricultural Adjustment Act, as amended, for the par- 
ticular crop of wheat and do not produce any crop thereon which is normally 
harvested in the calendar year in which the particular crop of wheat is normally 
harvested and do not graze such acreage during such year, such producers shall be 
entitled to a wheat payment in kind from Commodity Credit Corporation stocks 
equal in value to one-third of the average annual yield in bushels of wheat per 
harvested acre on the farm for the three years immediately preceding the year 
for which the designation is made, adjusted for abnormal weather conditions and 
as determined under regulations prescribed by the Secretary, multiplied by the 
number of designated acres. Such wheat may be marketed without penalty 
but shall not be eligible for price support. The payment in kind shall be made 
by the issuance of a negotiable certificate which Commodity Credit Corporation 
shall redeem in wheat equal in value to the value of the certificate. The certifi- 
vate Shall have a value equal to the number of bushels determined as aforesaid 
multiplied by the basic county support rate per bushel for number one wheat of 
the crop normally harvested in the year for which the acreage is designated and 
for the county in which the designated acreage is located. The wheat redeemable 
for such certificate shall be valued at the market price thereof as determined by 
Commodity Credit Corporation. The Secretary shall provide by regulation for 
the sharing of a certificate among producers on the farm on a fair and equitable 
basis. The acreage on the farm which would otherwise be eligible to be placed in 
the conservation reserve program for 1960 or 1961 shall be reduced by an amount 
equal to the required reduction of 25 per centum under section 334(c) (2) of the 
Agricultural Adjustment Act of 1938, as amended, for the wheat crop of the cor- 
responding year. Price support at 90 per centum of parity under this section 
shall be made available only to cooperators and only if producers have not dis- 
approved marketing quotas for the crop: Provided further, (1) That beginning 
with the crop of wheat to be harvested in 1960, the total amount of price support 
extended to any person on any year’s production of wheat through loans or pur- 
chases made or made available by the Commodity Credit Corporation, or other 
agency of the U.S. Department of Agriculture shall not exceed $35,000, (2) That 
the term ‘person’ shall mean an individual, partnership, firm, joint-stock com- 
pany, corporation, association, trust, estate, or other legal entity, or any two or 
more legal entities the beneficial ownership of which is substantially the same or is 
in members of the same household, or a State, political subdivision of a State, 
or any agency thereof, except that in the case of a partnership made up of two or 
more separate families or households each such family or household may be con- 
sidered at its option as a person for the purposes of this subsection, (3) That in 
the case of any loan to, or purchase from, a cooperative marketing organization, 
such limitation shall not apply to the amount of price support received by the 
cooperative marketing organization, but the amount of price support made avail- 
able to any person through such cooperative marketing organization shall be in- 
cluded in determining the amount of price support received by such person for 
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purposes of such limitation, and (4) That the Secretary of Agriculture shall issue 
regulations prescribing such rules as he determines necessary to prevent the 
evasion of such limitation. In case marketing quotas are disapproved, price 
support shall be made available to cooperators and noncooperators at 50 per 
centum of parity: Provided, however, That for the purpose of section 407 of the 
Agricultural Act of 1949, as amended, the current support price for wheat shall be 
determined on the basis of a price support level for wheat of 75 per centum of the 
parity price therefor.” 

Sec. 2. (a) In lieu of the provisions of item (1) of Public Law 74, Seventy- 
seventh Congress, as amended, the following provisions shall apply to the 1960 
and 1961 crops of wheat: 

“(1) If a national marketing quota for wheat is in effect for any marketing 
year, farm marketing quotas shall be in effect for the crop of wheat which is 
normally harvested in the calendar year in which such marketing year begins, 
The farm marketing quota for any crop of wheat shall be the actual production 
of the acreage planted to such crop of wheat on the farm less the farm marketing 
excess. The farm marketing excess shall be an amount equal to double the 
normal yield of wheat per acre established for the farm multiplied by the number 
of acres planted to such crop of wheat on the farm in excess of the farm acreage 
allotment for such crop unless the producer, in accordance with regulations 
prescribed by the Secretary and within the time prescribed therein, establishes 
to the satisfaction of the Secretary the actual production of such crop of wheat 
on the farm. If such actual production is so established the farm marketing 
excess shall be such actual production less the actual production of the farm 
wheat acreage allotment: Provided, however, That the farm marketing excess 
shall be adjusted to zero if the total actual production on the farm does not exceed 
the normal production of the farm wheat acreage allotment. Actual production 
of the farm wheat acreage allotment shall mean the actual average yield per 
harvested acre of wheat on the farm multiplied by the number of acres constituting 
the farm acreage allotment. In determining the actual average yield per har- 
vested acre of wheat and the actual production of wheat on the farm any acreage 
utilized for feed without threshing after the wheat is headed, or available for 
such utilization at the time the actual production is determined, shall be con- 
sidered harvested acreage and the production thereof in terms of grain shall be 
appraised in accordance with regulations prescribed by the Secretary and such 
production included in the actual production of wheat on the farm. The acreage 
planted to wheat on a farm shall include all acreage planted to wheat for any 
purpose and self-seeded (volunteer) wheat, but shall not include any average 
that is disposed of prior to harvest in accordance with regulations prescribed by 
the Secretary.” 

(b) Notwithstanding the provisions of item (2) of Public Law 74, Seventy- 
seventh Congress, as amended (7 U.S.C. 1340(2)), the rate of penalty on wheat 
of the 1960 and 1961 crops shall be 65 per centum of the parity price per bushel of 
wheat as of May 1 of the calendar year in which the crop is harvested. 

(c) In lieu of the provisions of item (3) of Public Law 74, Seventy-seventh 
Congress, as amended, the following provisions shall apply to the 1960 and 1961 
crops of wheat: 

“(3) The farm marketing excess for wheat shall be regarded as available for 
marketing, and the penalty and the storage amount or amounts of wheat to be 
delivered to the Secretary shall be computed upon double the normal production 
of the excess acreage. If the farm marketing excess so computed is adjusted 
downward on the basis of actual production as heretofore provided the difference 
between the amount of the penalty or storage computed on the basis of double 
the normal production and as computed on actual production shall be returned to 
or allowed the producer or a corresponding adjustment made in the amount to 
be delivered to the Secretary if the producer elects to make such delivery. The 
Secretary shall issue regulations under which the farm marketing excess of wheat 
for the farm shall be stored or delivered to him. Upon failure to store, or deliver 
to the Secretary, the farm marketing excess within such time as may be deter- 
mined under regulations prescribed by the Secretary the penalty computed as 
aforesaid shall be paid by the producer. Any wheat delivered to the Secretary 
hereunder shall become the property of the United States and shall be disposed 
of by the Secretary for relief purposes in the United States or foreign countries 
or in such other manner as he shall determine will divert it from the normal 
channels of trade and commerce.” 
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(d) Item (7) of Public Law 74, Seventy-seventh Congress, as amended (7 
U.S.C. 1340(7) ) is amended to read as follows: 

“(7) A farm marketing quota on any crop of wheat shall not be applicable to 
any farm on which the acreage planted to wheat for such crop does not exceed 
fifteen acres: Provided, however, That a farm marketing quota on the 1960 and 
1961 crops of wheat shall be applicable to any farm on which the acreage of 
wheat exceeds the smaller of (1) twelve acres or (2) the highest number of acres 
planted to wheat on the farm for harvest in the calendar years 1957, 1958, or 
1959.” 

Sec. 3. Item (12) of Public Law 74, Seventy-seventh Congress, as amended 
(7 U.S.C. 1340(12)) shall not be applicable with respect to the 1960 and 1961 
crops of wheat. 

Sec. 4. The Agricultural Adjustment Act of 1938, as amended, is amended as 
follows: 

(a) Section 334 is amended by inserting “(1)” after “(c)” and adding a new 
subparagraph (2) following subparagraph (c) (1) to read as follows: 

*(2) Notwithstanding any other provision of law, each old or new farm acreage 
allotment for the 1960 and 1961 crops of wheat as determined on the basis of a 
minimum national acreage allotment of fifty-five million acres shall be reduced 
by 25 per centum. In the event notices of farm acreage allotments for the 1960 
crop of wheat have been mailed to farm operators prior to the effective date of 
this subparagraph (2) new notices showing the required reduction shall be mailed 
to farm operators as soon as practicable.” 

(b) Section 334 is further amended by inserting a new paragraph (d) between 
paragraphs (c) and (e) to read as follows 

“(d) For the purposes of paragraphs (a), (b), and (c) of this section any farm 
on which the farm marketing excess is adjusted to zero because of underproduc- 
tion pursuant to applicable provisions of law shall be regarded as a farm on which 
the entire amount of the farm marketing excess has been delivered to the Secre- 
tary or stored in accordance with applicable regulations to avoid or postpone the 
payment of the penalty.” 

(c) Subsection (f) of section 335 is amended by striking out the semicolon at 
the end of item (1) and adding “and shall not apply to other farms with respect 
to the 1960 and 1961 crops ;”. 

(d) Section 336 is amended to read as follows 

“Sec. 336. Between the date of issuance of any proclamation of any national 
marketing ne for wheat and July 25 of the year in which the proclamation is 
made the Secretary shall conduct a referendum by secret ballot to determine 
whether farmers favor or oppose such quota. Farmers eligible to vote in such 
referendum shall be producers on farms with respect to which a wheat allotment 
has been established pursuant to the provisions of this Act for the crop of wheat 
normally harvested in the calendar year in which the referendum is held and who 
have complied with such acreage allotment. If the Secretary determines that 
more than one-third of the farmers voting in the referendum oppose such quota 
he shall prior to the effective date of such quota by proclamation suspend the 
operation of the national marketing quotas with respect to wheat”. 

(e) Section 362 is amended by deleting the second sentence thereof. 

Sec. 5. Subsections (b) and (c) of section 335 of the Agricultural Adjustment 
Act of 1938, as amended, are hereby repealed and subsection (d) of said section 
is repealed effective beginning with the 1960 crop of wheat. 


Sam RAYBURN, 
Speaker of the House of Representatives. 
RIcHARD NIXON, 
Vice President of the United States and President of the Senate. 
[Endorsement on back of bill :] 
I certify that this Act originated in the Senate. 
FELTON M. JOHNSTON, Secretary. 
The Cramman. The crux of it all is, is it not, the price support 
level? If we pass a bill here now giving you the right to fix price 
support levels at from zero to 90 percent of parity, you would have 
complete authority over price supports, and that is what you want, 
is it not? That is what the President’s message indicates? 
Secretary Benson. Mr. Chairman, that is not exactly what we want. 
In the case of wheat, we suggested two alternatives: either we relate, 
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one, to the average market price and give discretion between 75 and 
90 percent—that would be the range—or else if we are going to use 
the old formula, that we give discretion to the Secretary for “the use 
of price supports the same as we have on other crops for which there 
are not mandatory supports. That is, full discretion. We have had 
that discretion on practically all of the commodities except the basics 
for many years. 

The Cuatrman. That is right. But there is a difference between 
us. It is that you want both. flexibility and dise retionary authority 
in the price support programs. 

Secretary Benson. L think, Mr. Chairman, there must be more 
flexibility in a number of commodities but our first suggestion and 
recommendation, and our preferred recommendation is “Yel: ating the 
support to the average market price. 

That is set forth. 

The Cuamman. That is a new scheme which contemplates the 
repeal of the parity concept and adopting something new in lieu 
thereof. 

Secretary Benson. This is similar to the provision enacted by the 
Congress on corn last year. At least they authorized the farmers 
to vote in the referendum. 

The farmers accepted that. 

The Cuarrman. How can you pass a bill if no man on this com- 
mittee representing a wheat growing area is willing to embrace that 
yhilosophy? Since we cannot get a bill out of this committee em- 
‘acing that philosophy, and you won’t approve what the committee 
does, why wouldn’t it be a good idea to try to find some area where we 
might compose the differences and solve the problem ? 

Secretary Benson. I am perfectly willing to do that, Mr. Chairman. 

The Cuarrman. Mr. Poage was in the conference. Unfortun: itely, 
due to illness, I was unable to be there. He proposed in the wheat 
conference every conceivable compromise and he brought back the 
best compromise he could and the House rejected it because the House 
wanted the House bill. That is the reason the Senate picked up the 
House bill and sent it to the President. This committee has diligently 
worked for 6 long months on the wheat problem and we are right 
back where we started. 

Instead of your coming back and saying to the committee, “We will 
not take 90 percent ; we will not take 85,” you would say “We don’t like 
85, but we will take 8214,” show some willingness to compromise, we 
might make some progress. 

We have not had such proposals as that. I ask you to give us some 
sort of wheat bill this committee can start to work on tod: iy. Lam 
sure Mr. Albert will call his wheat subcommittee together at once 
and start work on it. 

Just to oppose everything we send to the White House is not my 
idea of making progress at ‘all. In the legislative Halls of Congress 
you have to give and take. 

Mr. Poace. Ifthe chairman will yield. 

The Cuarrman. I yield. 

Secretary Benson. May I respond to your question ? 
Mr. Poacr. Excuse me. 











GENERAL FARM LEGISLATION 333 


Secretary Benson. I am sure we all realize that legislation is us- 
ually a compromise. ‘There were some suggested compromises offered 
which we thought in the Department had some merit on wheat. We 
go indicated at the time. I am sure you would not want us to approve 
any compromise or any proposed ill which we in our own hearts 
and from our own studies felt would not be of any real help to 
wheatgrowers. 

The CuarrMan. I want a wheat program right from your heart 
this morning. 

Secretary Benson. That is right. 

The Cuarrman. If you have a heart, give it to us. 

Secretary Benson. I have given it to you this morning. I think 
the one the President outlined in his message is the best approach. 
There was a compromise offered in your discussions, by Mr. Belcher, 
which we thought also had considerable merit, and we were hopeful 
that it might be approved by the committee because we felt it moved 
in the right direction. 

Mr. Poace. Would the chairman yield ? 

The CuHarrMAn. Yes. 

Mr. Poacr. I had a suggestion brought to me last night that has 
been suggested in another body. The suggestion is that we might 
get a compromise on the basis of wheat price supports for 1960 and 
1961 at $1.85 a bushel instead of the 80 percent of parity that was in 
the conference report, or the 90 percent of parity that was in the 
House bill, and a reduction of only 15 percent instead of the 20 per- 
cent of acreage as was in the conference report or the 25 percent that 
was in the House bill. 

This involves some substantial concessions. Some members 
thought that we might get somewhere on that basis if the Depart- 
ment would favor that and there seemed to be some reason to assume 
that the Department might favor it. Would the Department sup- 
port such a compromise ? 

Secretary Benson. Mr. Poage, I have not heard of this before. 

Mr. Poage. I did not know whether it came from the Department 
or not. 

Secretary Benson. No. 

Mr. Poacr. It came to me in a way that indicated the Department 
would support it, but, of course, no one has stated that you had ap- 
proved it. 

Secretary Benson. I think the latter statement is in error. 

Mr. Poacr. I merely got the indication you would support it. 
Probably, someone thought you would just because it goes so far in 
the direction you wanted. 

Secretary Benson. We have not approved any such approach. Of 
course, that would move in the direction of higher supports which 
we think would-—— 

Mr. Poacr. No, it would move in the direction of lower supports. 

Secretary Benson. Above where they are now, I mean, Mr. Poage. 
Did you not suggest 80 percent ? 

Mr. Poacr. The bill we passed called for 90 percent. The present 
floor is 75 percent. This $1.85 figure is about 78 percent. It is much 
closer to your figure than to ours. If you won’t make any compro- 
mise, we won't get anywhere, This definitely is a compromise. Now 
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if you say that you can only compromise as Mr. Khrushchev proposes 
by accepting your proposition, if your compromise must give you 
everything you ask, then of course we do not get anywhere; but if 
a compromise means a settlement between your figure and my figure, 
then maybe we can get somewhere. That is what this does. _ 

This is a figure between your figure and my figures, is it not? 

Secretary Benson. Pretty close to your figure, 1 guess. 

Mr. Poace. Our figure was $2.20. This is $1.85. Your figure for 
1960, is I believe, $1.77. 

Secretary Benson. I think any compromise which will not help 
to restore the market for wheat which we have lost, and will not move 
in the direction of giving more acerage in those areas where they can 
produce the wheat most efficiently and will not tend to discourage 
wheat production in the less efficient areas is doomed to failure. 

Mr. Poace. Then are you not saying that there is no ground of 
compromise ¢ 

Secretary Benson. No, Iam not saying that. 

Mr. Poacr. You are saying if we will accept certain things that 
you would like, you would also accept them, but you know what the 
committee is supporting, you know what the House passed, and what 
the Congress passed. ‘That moves in a direction that you say is bad. 
You say you will not budge one inch and will not give one penny 
more than the figure at which we are now supporting. Yet the Con- 
gress has said repeatedly it wants to give more. We voted for $2.20 
supports with a 25 percent cut in acreage. You vetoed the bill and 
took instead the present program of $1.77 support with no reduction in 
production. 

We are willing to comprimise, Mr. Benson, but a compromise means 
you give something and we give something. You refuse to give any- 
thing, do you not¢ You would not agree to raise the support price 
on wheat 1 cent or one parity point above what is is today, would you! 

Secretary Benson. Well, I would, Mr. Chairman, if I thought it 
was going to be in the long-time interest of the wheatgrowers. 

Mr. Poace. Of course, you are not going to do what you think is 
not in the long-time interest of wheat growers. So am I not correct 
in saying that you will not approve any legislation that raises the 
support price of wheat one penny or one parity point above its present 
support ? 

Secretary Benson. Mr. Poage, I would like to see the price of wheat 
just as high as we can have it. 

Mr. Poace. I know. 

Secretary Benson. Let me finish. 

Mr. Poacr. Iam trying to get a compromise on this bill. 

Secretary Benson. I would like to see the price as high as we can 
have it forthe grower. I grew wheat for many years. 

It must be consistent with the building of markets and it must 
move in the direction of greater freedom and less cutting back of acre- 
age in the good areas. 

Mr. Poacr. Yes, and in view of the fact that you do not believe 
it is moving in that direction, if you raise the support price, am I 
not correct in simply stating that in accordance with your views you 
would not approve any increase in the support price by one penny or 
one parity point? I am willing to assume that you take this view, 
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not because you want to hurt the farmer, but because you think that 

in the long run it is desirable not to raise the present support prices 
jer any circumstances. nee 

Peres Ae Benson. Yes. I think in the long run it is not desirable 

it. ‘ 

Wee Poacr. Let us answer the first question. I am right, am I not 

in saying that you will not agree to any Coeptaeeeas that raises the 

support price of wheat one penny or one parity point ¢ 

Secretary Benson. I think it would be a mistake and not be in the 
best interest of the wheatgrower so I would not approve it. Why 
should I¢ 

The CuarrMan. We have that answer. 

Secretary Benson. There is nothing new in that answer, Mr. Chair- 
man. I have said that all along, that we have to move in the other 
direction. 

The Cuatrman. I think your position is clearly understood. __ 

Mr. Poage has emphasized your position by his questions this 
morning. 

Where will we compromise? 

Here are the Congressmen elected by the constituents of the wheat- 

wing areas and every man on this committee who has a lot of wheat 
in his district is a member of the subcommittee on wheat. We planned 
it that way. They are interested in the welfare of the farmer. They 
are interested in the Government and the financial integrity of the 
Government. But if you, Mr. Benson, are going to give us a pro- 
gram and say “Take it or leave it,” they tell me as Chairman “we will 
leave it.” That is what they have been telling me ever since they 
did the best they could to pass the bill. 

The Department proposed a bill which you said was a small step 
in the right direction. Mr. Albert’s wheat subcommittee voted to 
report the bill. After favorable action by the full committee, it was 
passed by the House and Senate and transmitted to the White House 
only to have it vetoed. If the Administration takes a position that 
Congress must follow word for word, figure for figure every recom- 
mendation that comes from the White House and the Department of 
Agriculture, we might as well disband this committee and have no 
further meetings. 

Secretary Benson. May I say once more there are three alterna- 
tives, any one of which we have felt moved in the right direction and 
would have our wholehearted approval. Two of them are in the 
President’s message, the other was worked out up here with the 
Congress. 

The Cuatmrman. This committee will not approve the President’s 
message and you will not approve our recommendations. 

Mr. Belcher? 

Mr. Betcner. You say the Department won’t take anything. They 
did; they accepted my bill. That was a departure. 

The Cramman. Nobody else did, did they? Your colleagues on 
the committee would not accept it. 

Mr. Betcurr. Don’t say the Department won’t compromise because 
the Department was willing to compromise. It was the committee 
that would not compromise. 
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The Cuairman. The committee compromised. Your proposal was 
not going in the direction the committee wanted to go. 

Mr. Poace. Would you yield ? 

The CHarrmMan. Cert Linly I yield. 

Mr. Poace. I fully agree with Mr. Benson that he is under no com- 
pulsion and should not do a thing that he thinks is wrong. I hope 
that he will accord to the committee the same degree of responsibility 
and recognize that it would be just as wrong for us to accept some- 
thing that we think is in the long run, going to hurt the farmers of 
America and hurt the American people as it is for him to accept some- 
thing which he thinks will hurt them. I hope he accords to us the 
same belief in our sincerity that we accord to him. 

I am as sincere in believing that if we adopted his policies it would 
hurt the American people for all time to come as he is in his opinion 
that it would help them. 

When you reach a point of that kind there is no possibility of com- 
promise even though I am personally willing to take some of the things 
that I think are bad in order to get some “of the things I think are 
needed. I am willing to compromise and give up some of the things 
I think we need in order to get some of the other things I think we 
need, but when the Department says it will give up absolutely nothing 
in order to get things it thinks we need, I see no basis of compromise. 
I am not accusing anyone of bad faith. I am just saying we can’t 
“compromise” without some concessions from the Secretary as well as 
from the Congress. 

Secretary Benson. You will recall that many years back this com- 
mittee approved legislation which provided for—approved legisla- 
tion for use in peacetime which would provide supports for the ‘basic 
crops in a range of 52 to 75 percent of parity. That had broad sup- 
port for use in peacetime. I think it was the general feeling of most 
farm leaders and members of this committee that when the war came 
to an end we would get back to a flexible program for use of price 
supports. It was so indicated in the message on agriculture from the 
then President of the United States. We got into this difficulty 
because we continued wartime incentives long after the war ended. 
We all want the farmer to have proper protection and the support 
mechanism can offer that, but when the support level is at the level that 
prices commodities out of the market, destroys markets, piles up sur- 
pluses in Government warehouses at tremendous cost, 1t is hurting 
the entire farm program. 

The Cuatrman. Do you recall at about the same time to which you 
refer Congress fixed the minimum wage law at 35 cents an hour and 
now we are being urged to fix it at $1.25 an hour? 

Who would vote for a 35-cent-an-hour wage now ? 

Secretary Benson. It does not guarantee anyone a job, Mr. Chair- 
man. With me it is not so much a question of what other segments 
are getting; it is what is best for the farmer in the long run rand T 
think the recommendations the President has made are best for the 
wheat farmer in the long run. 

The Cuatrman. Can you imagine a labor leader coming to the Con- 
gress recommending a repeal of the minimum wage law and returning 
to 35 cents an hour? 

Secretary Benson. No. 
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The Cuarrman. We had one of the labor leaders here yesterday. 
He was speaking for three of the largest organizations in the coun- 
try. He had not asked us to break the price of these commodities. 
He did not tell us the price support program was a burden on his 
consumers. 

Secretary Benson. I do not want to break farm prices, either, Mr. 
Chairman, but I do want proper protection, proper support, and at 
levels that will permit us to retain the markets we have got and build 
some additional markets. 

I would like to emphasize once more that farmers do not spend 
price. ‘They spend income. They have got to have volume. When 
you continue to cut back an area of efficient reproduction like North 
D: kota, South Dakota, Kansas, and other areas, eventually you reach 
the point where the farmer has very little to sell regardless of the 

rice. 

The CuatrmMan. How can you protect those wheat-growing areas 
if you permit everybody everywhere to go into the wheat business? 

Secretary Benson. Everybody everywhere won’t go into the wheat 
business except at incentive prices. The old traditional areas can 
produce wheat. more efficiently than the areas that have gone into 
wheat production. The only reason they have expanded “has been 
because of the high incentive. 

Mr. Coap. What about the case of corn for this year where we are 
bordering on 4 billion bushels production? We have your program 
here. It cert: ainly has not cut back production. 

Secretary Benson. Mr. Coad, this is the first year we have been 
operating under the new program on corn. It is too early to say how 
it is going to operate. We are pleased to note that the disappearance 
of corn duri ing the last 6 months is running at a level about 19 percent 
ahead of a year ago. 

If this trend continues we will likely consume more corn this year 
than was produced last year at our all-time high production. 

Mr. Coap. What has happened to hogs? 

Secretary Benson. The acreage reserve was terminated.. That re- 
leased some 6 million acres that were out of corn a year ago. 

Mr Coan. We are certainly expanding consumption. I will agree 
tothat. Weare alsoexpanding production. 

Secretary Benson. Yes. Remember that this corn supply that is 
being consumed was produced under the old control program. 

Mr. Coap. Where is it going? It is going into hogs. Your Depart- 
ment this week predicted a great influx in hop production next fall and 
I note great worry and distress and concern about hog prices next 
autumn. 

Secretary Benson. We have already had substantial increase in hog 
numbers. “Weareconcerned. We think that prices have held remark- 
ably well under the increase. 

Mr. Coap. But you are worried about where you are going ? 

Secretary Benson. Of course we are. 

Mr. Coap. You have a compounded problem here. 

Secretary Benson. There will be and is an opportunity for some 
gradual increase in livestock numbers because the consumption de- 
mands are going to increase. 
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Our population is increasing. Our diets are going more and more 
toward protein. There will be a need for some increase but that in- 
crease must be within reason, regardless of any program. 

Mr. Coan. Does this program create reasonableness in the amount of 
production when you have 4 billion bushels? 

Secretary Benson. Yes. It puts a floor under all corn prices. 

It gives a farmer freedom to work out his own rotations, to grow 
what he wants. There will be some decrease in other feed grains, 
some little increase in corn, and some decrease in soybeans. The thing 
is going to balance out. 

Mr. Coap. You think this program is all right, then ? 

Secretary Benson. I do, sir. I think the farmers voted wisely 
when they voted in the referendum on corn last year. 

The Cuatrman. In other words, if producers of all other commodi- 
ties followed the lead of corn producers and did away with acreage 
allotments and marketing quotas and set low price supports we would 
solve the problems of the American agriculture. 

Secretary Benson. Gradually. It would not happen overnight. 

The Cuarrman. After 50 percent of them had gone through bank- 
ruptcy. 

Secretary Benson. I do not believe that for a moment. 

The CuarrmMan. What would keep them from going into bank- 
ruptcy? Can you tell me what would prevent a farmer from going 
bankrupt if there was a collapse of wheat prices and there were no 
support prices today ? 

Secretary Benson. He would have reasonable floors. Markets 
would expand. 

The Cuarrman. What reasonable floors? He would not have any 
reasonable floors. If you were to repeal the wheat program we have 
in operation now, with the $314 billion of wheat hanging over the 
market, what would prevent the farmers from going into bankruptcy? 

Secretary Benson. Nobody recommends that we repeal the present 
wheat legislation and provide nothing. We have suggested reasonable 
floors. We have suggested a gradual movement away from acreage 
controls. It cannot be done overnight. 

The Cuarrman. But you would fix the floor and the price support. 
That is right; is it not? 

Secretary Benson. Yes, either that or the market price. The mar- 
ket price may be higher than the support price. 

Mr. Asernetuy. Will you yield? 

The CHarrman. Yes. 

Mr. Asernetuy. I understand since you so highly recommend 
the corn program that you referred to a moment ago—and it may be 
a good program, I don’t know. As you say, it has not had time to 
work yet—do you recommend we switch all these other commodities 
over to that sort of program, cotton, wheat, corn, rice, et cetera ? 

Secretary Benson. Mr. Abernethy, there is a difference in these 
commodities, of course, as you know, and last year the Congress took 
action on rice and cotton and corn. 

We think those programs ought to be given an opportunity for a 
year or two before we suggest any further changes. 

Mr. Asernetnuy. I think the record ought to be made clear. You 
indicated a moment ago when you so highly spoke of the corn pro- 
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ram and commended the committee for moving in the direction of 
your views on corn; I am sure at least everyone, at least I did, assume 
we would move in that direction with other commodities. If we did, 
you would be agreeable to it. a think the record has been made clear 
that you do not approve of bringing the other commodities under such 
a program. : 

‘rankly, if you would make that recommendation, I do not know 
but what my farmers would accept it. But I think we would be 
producing a lot of cotton for commodity credit; much more than they 
do right now. 

Secretary Benson. We did recommend, Mr. Chairman, as a gen- 
eral recommendation—I should say the President did; it was in his 
message—that this principle might be applied gradually to the basic 
crops. i 

However, the Congress acted last year on three of the basic crops. 

Mr. Anernetuy. Butyou do not propose to give them that freedom 
that you recommend so highly. You propose to continue the controls 
on them and to break the price down to about 62 percent. I refer 
to the support price. 

Secretary Benson. The freedom would have to come gradually, 
particularly in a commodity like wheat where we have these great 
stocks and we have had controls so long. In the case of corn, of 
course, we did move immediately because the controls had been in- 
effective on corn. 

Farmers were ignoring the controls. 

Mr. Asernetuy. That is all. 

The Cuarrman. Since Mr. Abernethy mentioned the cotton pro- 
gram, Mr. Secretary, I would like to call your attention to the fact 
that we did pass legislation and offered your program to the cotton 
farmers and only 8 percent of the cotton farmers accepted it. Is that 
not true? 

Mr. Asernerny. I think that is about the percentage. There was 
an alternative offered. However, it was not the program in line with 
the corn program. " 

The Cuarrman. It had price supports and more liberal planting 
privileges. 

Mr. Gatuines. Would the Chairman yield ? 

Secretary Benson. I think about 22 percent of the acreage was 
involved. 

The percentage of farmers was lower. Was that about true? 

The Cuairman. About 8 percent of the farmers and 22 percent of 
the acres. 

Mr. Garnines. The chairman is correct. It was only a little more 
than 1 million acres added. 16 million acres plus an additional mil- 
lion acres which went into the B program. 

Mr. Poace. In other words, it was obvious it was the big farmers 
that took the B program because it had to be the big farmers if you 
only got 8 percent of the farmers putting in 22 percent of the acres. 
Had the B program been accepted by small farmers the percent of 
acres could not have exceeded the percent of farmers. 

The Cuarrman. Mr. Hoeven. 

Mr. Horven. Mr. Chairman, I like to be an optimist in discussing 
farm legislation. The discussion up to the moment at least has been 
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rather constructive. We are all trying to find a solution to a very 
grave problem confronting our agricultural economy today. I make 
special reference to the wheat situation which does need attention. JI 
am still optimistic enough to think this committee can work out some 
kind of a solution of the problem if we only have the will to do go, 

I do not see any need of dragging old skeletons out of the closet, 
We have discussed the farm problem pro and con from A to Z. Every- 
one wants to be objective, and in all fairness, should know that the 
Secretary of Agriculture, whoever he may be, only administers the 
laws passed by “the Congress of the U nited States. If there is an 
increased cost in the Department of Agriculture it certainly is due 
to our greatly expanded agricultural economy and with an increase 
in population. It necessarily follows that there have to be more em- 
ployees and more agencies to carry out the programs authorized by 
Congress. 

The point I want to make is simply this: The Secretary only ad- 
ministers the law and if the cost of the program has gone up, if it is 
necessary to engage other employees, the Secretary has no authority 
whatsoever to spend an extra dollar or to engage another employee ex- 
cept by authorization of laws passed by the Congress of the United 
States. 

Mr. Secretary, I have suggested, and Chairman Cooley agrees with 
me, I am sure, ‘that under the circumstances it might be advisable to 
hold an agricultural conference at the summit level, perhaps at the 
White House level. 

I firmly believe agriculture is the Nation’s basic industry; that all 
segments of our economy depend upon the welfare of agriculture. 

We sit here from year to year and hear the representatives of the 
different farm groups and organizations come before us with varied 
and divergent views on how to solve the farm problem. Sometimes 
they seem to be miles apart. Many times there seems to be no area 
of compromise whatsoever, and then they es the Committee on 
Agriculture to resolve those differences and enact proper legislation. 

It seems to me that in view of the gravity of the situation con- 
fronting us today, particularly as it relates to wheat, it certainly could 
do no harm and it might do a lot of good if you as Secretary of Agri- 
culture or the President of the United States would call a summit 
meeting or a White House conference at which the leaders of agri- 
cultural groups and other noted agriculturalists and experts would 
get together to see whether or not they could agree upon some solu- 
tion of the problems that concerns all of us. 

Certainly there must be areas of agreement and when they have 
been established, then let them resolve the areas of disagreement 
and see if we cannot work out something. 

It seems to me that we must all work together and that we should 
forget our politics and try to compromise and work out a solution 
of some kind. 

The Cuarrman. Will the gentleman yield? 

Mr. Hoeven. First, with your permission, may I get the views of 
the Secretary as to whether or not he thinks such a conference might 
accomplish something ? 
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Secretary Benson. Mr. Hoeven, certainly I stand ready to do any- 
thing I possibly can to be helpful in finding a satisfactory solution 
to the wheat problem. 

I would be very glad to discuss this with members of this commit- 
tee or with others. I believe very strongly in counsel and getting 
the very best advice it is possible to get. It is because of this belief 
that I recommended even before I took office the appointment of a 
bipartisan Agricultural Commission, with rotating membership, with 
at least 12 of the 18 members farmers and we have been using that 
Commission. 

They have been very helpful to me and to the Department. They 
met last month again. They meet at least orice a quarter. Certainly 
it has been a great aid to us and if it were thought advisable to hold 
such a conference and we could be assured of some plausible good 
coming from it, certainly I would not stand in the way. 

I would like to do what I could to help contribute to it. Anything 
I could do that would help in the solution of the problem I stand 
ready to do. 

Mr. Horven. I am glad to hear you say that. We never know what 

can be accomplished until we try. 

The Cratrman. I would like to join with our friend, Mr. Hoeven, 
in urging the Secretary to arrange for such a conference. I actually 
met with the President some months ago myself and he referred to 
the fact that you did have this bipartisan Commission or Committee 
advising you but we are in this unfortunate situation with these gigan- 
tic problems, which are just as perplexing as they can possibly be. 

Just before you came here this week we have had practically all 
of the farm leaders and leaders of the big organizations before us. 

They have their own fixed ideas and they have not composed any 
of their differences. 

It occurred to Mr. Hoeven and to me, too, that it would be a good idea 
if you could call them together and try to compose some differences 
and try to agree on some solution—this committee has not prejudged 
the situation. I think this committee is composed of reasonable men 
with good judgment and they understand the complexity of these prob- 
lems, “but the farm organiz: itions have gone off in all different direc- 
tions. 

One wants compensatory payments, another wants domestic parity 
system, another wants something else. You want somethingelse. We 
get nowhere with anything. 

Mr. Hoeven said you administer the laws. 

You not only administer them, you veto the laws. We have sent 
them to you and you have not accepted all the laws passed by Congress; 
you veto some of them. 

Secretary Benson. That is one responsibility I do not have, the veto. 

The Cuarrman. What is that? 

Secretary Benson. I say the Secretary of Agriculture has too much 
responsibility and too much authority now. Don’t give him the power 
of veto. 

The Cuatrman. I think the President has already given you that. 
You need not worry about that. 

Secretary Benson. May I say, Mr. Chairman, in further comment on 
Mr. Hoeven’s proposal and your proposal that ‘of course the responsi- 
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bility rests here with the Congress. If we call such a conference, we 

could only recommend to the Congress and I would hope that there 

could be some un: inimity of feeling, but, of course, you have in the 

leadership, as you have in the leadership i in many segments of our econ- 
omy, divergence of views and divergence of philosophies. 

I might say that the recommendations that have come here have been 
approv ved by a bipartisan commission of 18 men. 

The Cuarrman. Let me interrupt you to tell you how extensive that 
has been. I have sent you for report 108 bills and you have sent back 
7 approved—7 out of 108. 

I mention the 108 just to indicate to you—that is this year—I mention 
that number to you to indicate the interest that there is in this Con- 
gress. I think there have been introduced and referred to this com- 
mittee probably 375 bills already this session. During the 85th Con- 
gress the Speaker sent to us 897 bills. That shows you how disturbed 
the farmers and the Congressmen from the farming areas are. Ye 
you tell us in this message this morning that we could pass the bill in 
30 days. I could tell you what kind of a bill we will pass in 30 days 
that you will approve. Mr. Bass, I think, the other day called on the 
farm organization leaders to write out a ticket and put it to use in 
legislative words. If you will send a bill up here, I can assure you 
this committee will go to work on it, but if you send up what you pre- 
sented this morning, with a spirit of no compromise, I can tell you now 
there is no reason for me to call any more meetings of this committee 
this session. 

Secretary Benson. Mr. Chairman, there is no lack of spirit of com- 
promising and wanting to be helpful. We have sent up our best judg- 
ment in draft legislation way back in January. 

The message went up in January. The draft legislation went up 
later. 

We have indicated one of the proposals you had before your com- 
mittee which was a compromise. We looked with favor on it. We 
will be glad to look at any other proposal. 

The Cuarrman. You say you sent up legislative language in the 
form of a bill. Have you requested a member of your own party to 
introduce that bill ? 

Secretary Benson. It was introduced, I am sure, on the Senate side. 
I do not know whether it was introduced in the House. 

The Cratrman. You have 435 members here. I do not know that it 
has been introduced. If I get that bill, I will send it back to you 

Secretary Benson. Nobody asked us to introduce a bill. We were 
asked by the Senate committee to prepare draft language which 
would carry out the President’s recommendations. That we did. We 
sent you copies. 

The Cuarrman. But no member of your party introduced it. No 
member of my party was that interested. I do not think they were. 

I want to follow this for one more moment. I want to have you 
take seriously Mr. Hoeven’s suggestion. 

Secretary Benson. I am taking it seriously. 

The Cuarrman. You are the chief agricultural officer of America, 
Mr. Newsom represents the Grange, Mr. Patten represents the Farm- 
ers’ Union, Mr. Shuman represents the Farm Bureau. It seems to me 
the seriousness of the situation justifies your calling what he refers to 
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as a summit conference. You can call it at Gettysburg, or down in 
Georg ola. 

I don’t care where you call it, as long as it is somewhere. 

Secretary Benson. How about North Carolina ? 

The CuarrMaNn. We would be glad to have you come down there. 

Are there further questions ? 

Mr. Breepine. Mr. Chairman. 

The CHairnMan. Mr. Breeding. 

Mr. Breepina. Mr. Secretary, would you be willing to offer to the 
American wheat producer the same program that we presently have 
for corn, a program of 66 percent of parity ? 

Secretary Benson. Our recommendation, when the legislation was 
passed, was that we use the average market price with a range of 75 to 
90 and I think in the testimony we did indicate if we could use 75 
for a period of 3 years then they could go to a straight 90 percent of 
the average market price. We did not ‘feel there was any particular 
need for the corn floor at 65, if we had the other provision. In fact, I 
think we did later compromise and approve a floor of 60 but I think it 

was passed at 65 if I remember cottedtly. 

Mr. Breepine. I can see how the wheat producers of my area would 
support a program like that in a referendum; that they perhaps would 
vote for 65 percent of parity without contr ols. 

Secretary Benson. I think, Mr. Breeding, there would be a lot of 
suport for a program that would relate this to the market price, par- 
ticularly from the areas of efficient production such as your own 
good State of Kansas, where we are cutting back our most efficient 
areas, and at the same time wheat expt anding | in the less efficient areas. 

Mr. Breepine. But your average price for the past 3 years has been 
considerably below 65 percent of the present parity. 

Secretary Benson. You mean 75 percent of the average market 
price? 

Mr. Breepina. Yes, sir. 

Secretary Benson. I do not have the figures right before me. 
They would be, I think, a little below 65. 1 would hav e to-figure out 
just what the figures would be. 

Of course, I think Mr, Congressman the tendency would be for the 
good quality wheat to be well above that level. That is where : 
should be. Some of the lower quality wheat would probably be a 
the level and would move into feed. 

Mr. Coap. Will the gentleman yield? 

Mr. Breepina. Yes. 

Mr. Coap. Prior to this latest corn program you supported non- 
compliance corns at a lower level than the compliance corn. 

Secretary Benson. Somewhat. Yes. 

Mr. Coan. It is my understanding it is possible, if the existing law 
continues in effect, that you can do this with wheat, is that correct ? 

Secretary Benson. I presume—Mr. McLain, why don’t you answer 
that ? 

Mr. McLain. There is a provision in the wheat law that permits 
under certain conditions all wheat to be price supported if the refer- 
endum failed. There has been quite a little pressure by various 
Members of Congress to get us to indicate ahead of the referendum 
that this announcement be made, and of course we have refused to do 
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that thinking that it might influence the referendum. To answer 
your question specifically, there is a provision that would permit this 
to be done if the referendum failed. 

Mr. Coan. It could be done if the referendum of this July fails. 

Mr. McLain. That is right. 

Mr. Coap. Will you sté te now categorically you will not do that if 
this fails? 

Mr. McLaty. I would not think it would be smart to indicate that 
until we see what the conditions were at that time. If you have an 
emergency the Secretary may need to use this provision. 

Mr. Coap. In other words, you want to leave it open so you can 
use this provision. 

Mr. McLarty. We do not know what the crops will be. 

Secretary Benson. We have looked upon it as an emergency pro- 
vision provided by the Congress. 

Mr. Coap. Isn't it true you have declared or stated at least in in- 
direct language that wheat is in an emergency ? 

Secretary Benson. Y es, it is in an emergency certainly, overall. 

Mr. Coap. Then you very well may apply this provision. Thank 
you. 

Secretary Benson. I do not think your reasoning follows neces- 
sarily. 

May I s say, Mr. Chairman, that we have talked a lot about this 
incentive price on wheat. I would like to submit for the record, if I 
may, a table that I have ‘before me showi ing the gross return per har- 
vested acre of wheat from 1938 right through to the present time 
which indicates that this program has provided an incentive to get a 
lot of farmers to come in and produce wheat that normally do not 
grow wheat. Also, that is a major part of our real difficulty and it 
is why we are having to cut farmers back in the good wheat growing 
areas and why it is working a hardship in the traditional wheat 
States. 

For example, the gross income per acre of wheat in 1938—of course 
that was not a good year—$7.47; 1942, $21.42; 1946, $32; last year, 
it was $46.94. 

If I may, I would like to put this table in the record at this point. 

The Cuatrman. You may insert that in the record. 

(The table referred to is as follows :) 
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Wheat—Gross return per harvested acre 


Harvested | Gross return 





Year Production Price ! Gross value acres per harvested 
acre 
Million Million Thousand 
bushels Dollars dollars acres Dollars 

Tea nnkteahiinoiesapuenin’ 919.9 0. 56 515.14 69, 197 7.44 
PE. Soccssepetereunnenbess 741.2 . 69 511. 43 52, 669 9.71 
a sina Cid naianetuens 814. 6 . 68 553. 93 53, 273 10. 40 
ered see eas. 942. 0 94 885. 48 55, 935 15. 83 
I ca, sithaheebiancnstbend 969. 4 1. 10 1, 066. 34 49, 773 21. 42 
Th Bernina 843.8 1. 36 1, 147. 57 51, 355 22. 35 
EE sec dence snocniartiod 1, 060. 1 1.41 1, 494. 74 59, 749 25. 02 
Ot ca 1G Bod laws . 1, 107. 6 1. 50 1, 661. 40 65, 167 25. 49 
- fanatgialaa aes i Pied 1, 152. 1 1.91 2, 200. 51 67, 105 32. 79 
S047 co suacsedssescoossnadcoccen 1, 358. 9 2. 29 3, 111. 88 74, 519 41. 76 
yaar Nan ean : 1, 204.9 1.99 2, 576. 85 72, 418 35. 58 
Te ee egynoe 1, 098. 4 1.88 2, 064. 99 75, 910 27. 20 
1. . cctakesbemens iiiatideennheh 1,019.3 2. 00 2, 038. 60 61, 607 33. 09 
eg gic ecninves 988, 2 2.11 2, 085. 10 61, 873 33. 70 
BE hi ccuitacwsiaededwomeaed 1, 306.4 2.09 2, 730. 38 71, 130 38. 39 
SE . eegpannweseenconsiieqnece 1, 173.1 2. 04 2, 393. 12 67, 840 35. 2 
ce Pibead cadena dinenieinn 983. 9 2.12 2, 085. 87 54, 356 38. 37 
es is cenasdédpbupmabdnetesne 934. 7 1. 98 1, 850. 71 47, 285 39. 14 
ae 1,004.3 1. 97 1, 978. 47 49, 784 39.7 
Ee fic cuuwsenewascudeustsien Fe 950. 7 1. 93 1, 834. 85 43, 806 41.§9 
RESET ce Aen ninn versa onei 1, 462. 2 1.72 2, 514. 98 53,577 | 46.94 





1 Weighed by production. 


The Cuatrman. Mr. Poage wanted to ask you a question or two 
and Mr. Gathings, then Mr. Abernethy. We will try to finish as 
quickly as we can. 

Mr. Poace. I want to get cleared up here, Mr. Secretary, a matter 
we had left somewhat in the air when you were here in January, al- 
though I think we had it pretty generally understood. 

You propose to use as your measure of price supports a percentage 
of the market price for the recent years, rather than a percentage 
of parity as we have heretofore done? You propose to use a percent- 
age of the actual price as your support price guideline? 

“Secret: ary Benson. Yes. 

Mr. Poacr. Under that procedure the support price would always 
be lower than your market price for your recent years, whichever 
period you took, whether it be 2, 3, or 5 years, would it not? 

You would only take a percentage. You would take 90, 75, or 60 
percent of what the market price had been. 

Consequently, your support price would have to be lower than your 
market price during your guide year, would it not ? 

Secretary Benson. Under the formula the previous period average 
price would be used asa base. 

Mr. Poacr. And ultimately it would result in a support price some- 
thing less than the current market price, would it not? ‘That is the 
objective, i is it not? 

Secretary Benson. You mean the market price today ? 
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Mr. Poace. No, I mean at that time. I am wrong in saying “cur- 
rent.” I mean the then current mé urket price. I mean the objective 
is, is it not—I am not saying this critically but simply trying to get 
it "clear—the objective is to get the support price somewhat below the 
market price. Is that not true? 

Secret ary Benson. It is to relate the support pr ice to market price 
conditions and generally speaking, the support level would be in line 
with market prices. It may be below. It is conceivable that in 1 year 
it could be above. 

Mr. Poace. But generally it would be lower, and is that not the 
objective? I thought that was what you w anted to do—to get the 
- »port price somewhat below the market price. If you do not get 

elow your support price becomes your market price, does it not? 

" fee retary Benson. I think it w ould operate very much the w ay the 
price support has operated in the case of soybeans, for example. We 
have tried to set the support rate at or right near the price, so that the 
beans would move into consumption rather than Government ware- 
houses. The pric e has averaged a little above the support. levels. 

Mr. Poacr. That is right. The support is something below the 
market. 

Secretary Benson. Generally. 

Mr. Poacr. That is the real objective those who support this plan 
have in mind because you do not want the support price to determine 
the market, is that right ? 

Secret tary Benson. Generally, speaking, the market price would be 
above the support price; unless you should happen to get a very heavy 
crop one year and a depressed price, then the support would be above 
the market price. 

Mr. Poace. You would retain support for what you could call a 
disaster situation. It would only be in such a disaster situation that 
the supports would be effective; isn’t that right ? 

Secretary Benson. We would set them at levels which would tend to 
promote orderly marketing and expanding marketing, to expand 
marketing and prevent a disastrous decline. 

Mr. Poacr. To do those things you have to keep the support level 
below your normal market price, vhave e you not? 

Secretary Benson. Over a period of years, Mr. Poage, I think that 
would be necessary if the commodity was going to move into consump- 
tion. 

Mr. Poace. That is all Iam trying to get at. 

Secretary Benson. It would vary, of course. 

Mr. Poacr. If you have a disaster situation, there would be a market 
price far below the average. Then you might have a support price 
above your market. 

If the market went along relatively stable for any period of time, 
your support price would remain below that market. 

Secretary Benson. Generally speaking. 

Mr. Poace. Let us figure it this way: If cotton remained at 30 cents 
a year for every year and you used a 3- -year base and you used 90 per- 
cent of that average as your support pr ice; then your support price 
would have to be 27 cents, would it not ? 

Secretary Benson. That is correct. 
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Mr. Poace. It would have to be 3 cents under your average market 
price if your average market stayed stable. 

Secretary Benson. That is correct, Mr. Poage. 

On the other hand if you should get a big crop, say, next year, and 
our market price would go down to 26 cents, your support price would 
old it. 

Mr. Poacr. Would be a cent above the market ? 

Secretary Benson. That isright. — 

Mr. Poacr. Can you give usa positive statement on this? You have 
stated in here consistently that you wanted supports to be related to the 
market price of recent years. 

Secretary Benson. Yes. 

Mr. PoaGe. The Farm Bureau has been a little more definite. They 
told us they wanted it to be 75 percent of the last 3 years. 

Secretary Benson. I said 75 to 90. In the case of some commodi- 
ties you could go to the 90 immediately, as with corn. In the case of a 
commodity like wheat, you may not be able to. You may have to take 
a lower percentage for a year or so while making the adj ustment. 

Mr. Poace. Would you, or could you give us—you cannot do it now, 
but can you put into the record just what you would want for each of 
the basic commodities and give us a figure as to what the price this sup- 
port would be 3 years from now—projecting what you would estimate 
that your supports would be 3 years from now? I know you will have 
tomake an assumption of price, but will you make that assumption and 
give us an estimate as to what it will be 3 years from now so we can get 
some idea of just the dollars and cents of the thing? 

The farmers want to know how this will affect them. 

Secretary Benson. We can try, Mr. Poage. You understand, of 
course, there are a number of imponderables. We do not know what 
the weather will be. 

Mr. Poace. I know that, but we have been talking pretty much in the 
dark about this program all this time. 

Secretary Benson. We can figure it out on the basis of levels be- 
tween 75 and 90. 

Mr. Poacer. Yes, if you will. ° 

Secretary Benson. We can do that. 

Mr. Poace. If you will, please. 

(The information requested is as follows :) 


Estimated price supports for marketing quota commodities on basis of 90 percent 
of the preceding 3-year average, 1962 





Commodity | Unit 90 percent 
Cotton . kk gi ih brs Se alain cellent has aia cae. NN ics tans thorn teen $0. 27 
Wheat ____ see nbicsind iledhicowacr le eee ees Bushel-___-  Washeddeeaca 1. 57 
Rice _.. ic dakndudeuwax pices obpaiencaeeenecrunee | Hundredweight__........... 4.18 
Se nS a ee PE et tibbtaciencunee baute . 083 
I a a Na eee ee GP ycusetid<ankestoveres .47 
Burley tobacco. ____- a 





Mr. Poacr. Let us turn to Public Law 480. I know that you sug- 
gest an extension of only 1 year. 
Secretary Benson. Yes. 
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Mr. Podge. Of course, I realize with a 1-year extension you cannot 
very well enter into any long-term contracts. 

It has seemed to me that we should enter into long-term contracts 
under 480. 

I introduced a bill early in January authorizing long-term contracts 
and long-term credit under Public Law 480. 

Secretary Benson. We can make 3-year contracts under present 
legislation. 

Mr. Poages. I know you can, but your practice has been to confine it 
to 1 or 2. 

Secretary Benson. It varies, but most have been 1 or 2 years. 

Mr. Poace. Why do you object to making longtime contracts? 

Secretary Benson. We have felt from the ‘beginning this was an 
emergency program provided by the Congress, and we are perfectly 
willing for the Congress to take a look at itevery year. We think there 
is safety in that. We have recommended a year-to-year extension. 

I think last year it was extended for a little more than a year, a 
year and a hs lf asI recall. We did not object. 

Mr. Poace. You made long-term commitments of 10 years. I do 
not mean you grabbed the authori ity, Congress gave you the authority, 
but you made long- term commitments under the soil bank even though 
the act itself was of limited duration. You could still do it right now 
with contracts of that kind. You did not have the appropriations to 
do it. 

Secretary Benson. Congress authorized it in the basic legislation. 

Mr. PoaGe. You asked for it; you thought it was good, did you not? 

Secretary Benson. Yes, I think we did. 

Mr. Poace. I am not criticizing anybody. We all thought it was 
good. You thought it was good and we thought it was good to make 
longtime contracts. Why is it not equi ally ‘good to ms ‘ake longtime 
contracts with foreign nations? How can ‘the *y do any real effective 
planning on their supplies of food and fiber if they cannot know more 
than 1 or 2 years in advance where they are going to get it? 

Secretary Benson. Mr. Poage, we have felt, in the first place, we do 
not know what our stock situation will be in CCC for a longtime 
period. 

The CHaimrman. Suppose you made long-term commitments con- 
tingent upon your having a surplus of a particular commodity? You 
know you are going to have a surplus of wheat and cotton and corn 
for quite some time. Would you accept Mr. Poage’s proposition if 
you made the commitment contingent upon your having a surplus? 

Secretary Benson. That would help. On the other hand, we do not 
know just where some of these contracts are going to be 5 or 6 years 
from now. 

Mr. Poacr. You spoke with approval of the President’s so-called 
food for peace program. 

Secretary Benson. Yes, but it is all voluntary under the present 
program. 

Mr. Poace. What do you mean thi at it is all voluntary under the 
President’s food for peace program ? 

Secretary Benson. We do not sign any longtime contracts. In 
this case if we signed longtime contracts and a country should slip 
out from the free world, we may be in some difficulty. 
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Mr. Poace. You‘can very well take care of that by putting it into 

our contract. 

Secretary Benson. That they must stay free? 

Mr. Poace. That they must not maintain a communistic form of 
government. We doit in a great many other instances, 

Secretary Benson. It is possible, it can be done. 

Mr. Poace. Would we not get a great deal more results and be able 
to do a great deal more for the world with the same amount of com- 
modities if we gave longtime contracts ? 

Secretary Benson. We have not thought it necessarily so, Mr. 
Poage. I would be glad to consult with our. technicians further. 

r. Poace. We have heard a good deal, and I think correctly, about 
the desirability of funding our debt into long-term bonds instead of 
the short-term bonds. Is not the sole reason because the U.S. Gov- 
ernment needs to know what its obligations are going to be and needs 
to be able to plan for a considerable period of time rather than be 
selling 90-day bonds? 

Secretary Benson. We would be very glad to consider your sug- 
gestion, Mr. Poage. Under our present authorization, of course, we 
can still program 3 or 4 years in advance. 

Mr. Poacre. The bill I have pending here, which is merely a sug- 
gestion to be incorporated in Public Law 480, specifically authorizes 
you to enter into contracts up to 10 years. It provides another 
thing that seems to me to be essential if we are going to make this 
food-for-peace program meaningful, and so that it will mean some- 
thing more than that we are glad to hand you some crumbs if, we 
have a little left over at dinner. We will be glad to sweep up the 
broken pieces and give them to you. That is all this food-for-peace 
program means if you are not going to bind us to do anything. It 
is Just saying to come in and clean up something on the table. If 
that is all there is to the President’s food-for-peace program, it is 
a farceanda delusion. I hope there is more to it. 

Secretary Benson. There is much more to it, of course. 

Mr. Poacr. What is there more to it? You say there is no com- 
pulsion to it. 

Secretary Benson. I discussed it in the statement this morning 
somewhat. 

Mr. Poace. I know you did. 

Secretary Benson. We have had the first conference with the four 
exporting nations on wheat. There was a Permanent Committee on 
Wheat Utilization set up which has had its first meeting. We set 
up some guidelines, which we think are going to result in increased 
exports in the commercial markets and in the noncommercial mar- 
kets. That is only the beginning. I think we have made excellent 
progress in the short time and I think prospects are encouraging 
for the future. 

Mr. Poacr. What is different between that and what we have been 
doing for 25 or 30 years? Have we not been holding conferences 
to increase wheat exports for many years? 

Secretary Benson. We will have amendments to offer to an ex- 
tension of Public Law 480 when you have your hearing next week, 
which we think are needed to further the food-for-peace program. 

414785923 
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Mr. Poace. We are interested in knowing what your ideas are on 
the extension of Public Law 480. 

The CuairMan. We will start that Tuesday morning. 

Secretary Benson. Will you give us until Tuesday to complete our 
study and our clearance on it? 

Mr. Poacr. I want to know what he thinks about it now. I want 
to know what the Secretary of Agriculture thinks about these things. 
I know it will be presented Tuesday morning, but the Secretary will 
not be here. Do you want to call him back Tuesday morning? 

Secretary Benson. When they come here Tuesday morning with 
our recommendations, they will have my approval, of course. 

The CHartrmMaAn. Will you consider seriously the proposal’ Mr. 
Poage has made ? 

Secretary Benson. We will, sir. 

Mr. Poage. Let me ask you what you think about the advisability 
of extending long-term credit. These sales under Public Law 480 
have actually amounted to little more than credit. In most cases 
Public Law 480 has developed into a vehicle for credit. 

Secretary Benson. They are not going to ask for credit as long 
as they can get it under title 1. 

Mr. Poace. Yes; they are. You turn right around—I am again 
not criticizing but talking facts—you turn around and sell a mil- 
lion dollars’ worth of goods for pesos and pesetas or lire or some- 
thing else and you turn right around and lend back $700,000 worth 
of that local currency. 

EPneny Benson. Are you talking in terms of credit for dollar 
sales ? 

Mr. Poace. I am talking about credit, in terms of where you have 
sold at the present time for local currency. You turn right around 
and lend back a large part of that currency to the purchasing nation 
for various agreed expenditures, generally internal improvements, 
It is all perfectly good. Iamnotcondemning that. You lend it back 
to them. Some of them agree to pay us back in dollars. Japan, for 
instance, has agreed, while we sold to them for yen, they agreed to 
pay back in dollars. Is that not right? 

secretary Benson. Yes, that is right, in some cases. 

Mr. Poage. Japan, at least, and I think there are others who have 
agreed to repay in dollars that 70 or 75 percent that is due. Others 
have agreed to repay in local currency with a maintenance of value 
clause in it. 

Secretary Benson. Right. 

Mr. Poace. Which, as far as I can see, has the same effect as re- 
quiring payment in dollars because if you can buy a million dollars 
for a certain amount of currency today and they are going to pay the 
amount of currency at the time of repayment that it takes to buy a 
million dollars, they might as well agree to give us the dollars. 

In effect, we have been making longtime dollar credit sales with a 
large part of this Public Law 480 money, not all but a large part of it 
has been dollar credit. It has not been, however, on a longtime basis. 
How long were those loans, 5 or 10 years, now ? 

Secretary Benson. About 10. 
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Mr. Poacr. About 10. Iam suggesting that we make loans for 40 or 
50 years. Would that not give to the underdeveloped countries a far 
better opportunity to participate in this program if they could get 
the longtime credit provided, of course, they could get it at reason- 
able interest rates? Do you feel there is any merit in the longtime 
credit as constrasted to the shorttime ? 

Secretary Benson. I do not know that we have had expressed an 
particular interest in the longtime loans, but I would be glad to loo 
at it in view of your interest, Mr. Poage. 

Mr. Poacs. It was stated to me that West Germany could buy a 
hundred million dollars worth—it may be a. hundred million bushels, 
I do not know—of wheat if they get it on longterm. 

Secretary Benson. They are not eligible for title 1. The dollar gap 
has been pretty well closed in many countries. 

Mr. Poace. I am proposing in this amendment that you sell it to 
them and take dollar notes, take obligations repayable in dollars, and 
give credit at an interest rate at least somewhat competitive with the 
Russian rates. Iam told the Russians are selling to a good many parts 
of the world at 2 percent. Is that your information ? 

Secretary Benson. We can do some of this under CCC, and we are 
doing some of it now ” to 3 years. 

Mr. Poage. I know, but 3 years is not enough time for any under- 
developed nation to plan their program. We heard a good deal of 
talk about this food for peace. e want it to mean more than pretty 
words, 

Secretary Benson. We would have to have added authority for 
these longtime loans. 

Mr. Poacr. I know you would have to have authority.. That is 
what that bill proposes to give you, the authority. It cannot make 
you loan money. It does not say you have to go out and loan to 
Tom, Dick, and Harry, but it gives you the authority. Do you want 
the authority or not? 

Secretary Benson. I would like to take a good look at it. It seems 
to have merit. ? 

The CHarrmMan. Will you tell us more about it next week ? 

Secretary Benson. Next Tuesday at the hearings. 

The Cuarrman. Off the record. 

Discussion off the record. ) 
he CuarrmMan. Mr. Gathings. 

Mr. Gatuines. Mr. Secretary, I am grateful to you for your state- 
ment this morning and for bringing to us these charts. They hel 
tell the story the farmer is confronted with at this time. We ted 
to continuously tell that story. There is too much antifarmer propa- 
ganda going the rounds in this Nation. As a matter of fact, for the 
fiscal year just ended on the 30th of June only about 30 percent of 
that appropriation for Agriculture went directly to the farmer 
proper. Seventy percent of it was various charges such as business 
charges, multiple-purpose charges. The farmer got only a part of 
that 70 percent. 

We had before us this week the Chamber of Commerce of the United 
States with a prepared statement. They gave out those statements 
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the night before, and while we were shaving the next morning over 
the radio the Chamber of Commerce of the United States testimony 
that they were going to give us at 10 o’clock came out over the air, 
They picked out the parts they wanted the American public to hear. 
When we got ready to cross-examine the gentlemen who represented 
the chamber of commerce that part of the story was never told. As 
was suggested by the gentleman from Iowa and concurred in by the 
chairman the conference may be desirable. We could and should 
impress on the American ty the importance of showing the cost 
of operation as contained on the charts you brought to us here today. 

Secretary Benson. I will be glad to help you tell the story. We 
should all be talking about it. 

Mr. Garutnes. That is all. 

The Cuarrman. Mr. McGovern. 

Mr. McGovern. You made a statement a while ago that in your 
opinion it was not fair to the wheat farmers of the Dakotas and 
Kansas and the great wheatgrowing area to ask them to take a re- 
duction in acreage even though we offered a higher price for wheat. 

Is it not true that in one referendum after another where wheat 
farmers of that area have been given an option they have actually 
elected to reduce production in order to get what they regarded asa 
better price? 

Secretary Benson. Congressman McGovern, I do not believe the 
farmers had a real fair choice in that referendum because they are 
voting for the present program or 50 percent of parity and still sub- 
ject to their allotments. It is a very poor choice they had. They 
could not afford to do otherwise. Also, only a small percentage of 
wheatgrowers were eligible to vote in the referendum... Those rules 
need changing. 

Mr. McGovern. Would the bill the President vetoed have given 
him a better choice? Was there not an option in that program to 
move in the direction you felt the farmers would choose ¢ 

Secretary Benson. I think that option that made everyone eligible 
for 50 percent price support was an improvement over the option in 
the old law, but I did not feel it gave him a sufficient choice. ‘I thought 
the corn farmer had a good choice last year and I thought his decision 
wasawiseone. You may challenge that. 

Mr. McGovern. I disagree that the corn farmer’ made a good 
choice. 

Secretary Benson. Time will tell. 

Mr. Coap. Mr. Chairman. 

The Cuarmman. Mr. Coad. 

Mr. Coan. I have talked to many farmers in Iowa. He did not vote 
a it was a good choice but he voted because he had a gun at his 

ead. 

Mr. McLain. Did you talk to any who thought that the old pro- 
gram was all right? 

Mr. Coap. Yes; before you began tampering with it and support- 
ing noncompliance corn. 

Mr. McLain. Did you find that they would like to have the acre- 
age allotments down to where it would have been ? 
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Mr. Coan. If the price support had been commensurate with low- 
ering acreage allotments, the farmers would have been glad to stay 
with it. 

Mr. McLarn. You have talked to different farmers than I have. 

Mr. Coap. I have talked to a lot of them in the 15 counties in my 
district. 

Secretary Benson. I enjoyed a visit in that area recently around 
Cedar Rapids. 

The Cuarrman. The committee stands adjourned, subject to call. 

(Whereupon, at 12:20 p.m., the committee recessed, to reconvene at 
10a.m., Friday, July 10, 1959.) 
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FRIDAY, JULY 10, 1959 


House or REPRESENTATIVES, 
CoMMITTEE ON AGRICULTURE, 
Washington, D.C. 

The committee reconvened, pursuant to recess, at 10 a.m., in room 
1310, New House Office Building, Hon. W. R. Poage presiding. 

Mr. Poace. The committee will please come to order. The clerk 
will call the roll. 

The Crierx. Mr. Poage? 

Mr. Poace. Here. 

The Crerx. Mr. Grant? 

(No response. ) 

The Cierx. Mr. Gathings 4 

(No response. ) 

The Crerxk. Mr. McMillan ? 

(No response. ) 

The Cierx. Mr. Abernethy ? 

(No response. ) 

The Crerk. Mr. Albert ? 

(No response. ) 

The Cierx. Mr. Abbitt ? 

(No response. ) 

The Cierk. Mr. Thompson ? 

(No response.) 

The Cierx. Mr. Jones? " 

(No response. ) 

The Crerx. Mr. Hagen? 

Mr. Hacen. Here. 

The Crerx. Mr. Johnson ? 

(No response. ) 

The Crerk. Mr. Bass 4 

(No response. ) 

The Cierx. Mr. Jennings? 

(No response. ) 

The Crerx. Mr. Matthews? 

(No response. ) 

The Crerx. Mr. McGovern? 

(No response. ) 

The Cierx. Mr. Coad? 

(No response. ) 

The Cierx. Mr. Breeding? 

(No response.) 
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The Cierx. Mr, Stubblefield ? 

(No response. ) 

The Cierxk. Mr. McSween ? 

(No response. ) 

The Crerk. Mr. Hogan ? 

( No response. ) 

The Crier. Mr. Levering’ 

(No response. ) 

The Crerx. Mr. Hoeven ? 

(No response. ) 

The Crierx. Mr. Dague? 

(No response. ) 

The Cierx. Mr. Belcher ? 

(No response. ) 

The Crerx. Mr. McIntire? 

(No response.) 

The Crierx. Mr. Dixon? 

(No response. ) 

The Cierx. Mr. Smith? 

(No response.) 

The Crerx. Mr. Teague? 

(No response.) 

The Crerx. Mr. Quie? 

(No response.) 

The Crier. Mr. Short? 

(No response.) 

The Cuerx. Mrs. May? 

(No response. ) 

The Cruerk. Mr. Pirnie? 

(No response. ) 

The Crerx. Mr. Latta? 

(No response.) 

The CrerK. Mr. Cooley ? 

(No response.) 

Mr. Poacr. No quorum is present. We will recess the committee 
momentarily and try to bring in some of the absentees. The com- 
mittee will stand recessed. 

(A short recess. ) 

(Also present at meeting subsequent to rolleall: Mr. Hogan, Mr. 
Thompson, Mr. Breeding, Mr. Stubblefield, Mr. Gathings, Mr. Grant, 
Mr. Levering, Mr. Abernethy, Mr. Johnson, Mr. McGovern, Mr. 
Matthews, Mr. Hoeven, Mr. McIntire, Mr. Short, Mr. Pirnie, Mr. 
Latta, Mrs. May, and Mr. Belcher.) 

Mr. Poacr. I believe a quorum is now present. We will proceed. 
We are met here to continue the consideration of. general farm legis- 
lation. We have with us this morning Mr. Cyrus S. Kauffman, a 
private marketing consultant of Washington, formerly | associated 
with the War Food Administration and Department of Agriculture. 
We will be glad to have your discussion of the’ problem and your 
ideas of a solution. 


ur 
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STATEMENT OF CYRUS S. KAUFFMAN, OF C. S, KAUFMAN & 
ASSOCIATES, WASHINGTON, D.C. 


Mr. Kavurrman. Thank you, Mr. Chairman. I have a favor to ask 
of you immediately. During the last few days witnesses have brought 
up many things and subject matter, some of which I have covered. 
if I may, I would like to file this report of which you have a copy, but 
speak extemporaneously. When the time comes, I may refer to some 
figures within the written manuscript. May I proceed? 

‘Mr. Poacre. You may proceed in that manner. 

(Mr. Kauffman’s prepared statement follows :) 


‘ae KarM PropsLeEM—A Svuaeestep MetHop oF FINDING A SOLUTION 


(By Cyrus 8S. Kauffman, of C. 8. Kauffman & Associates, economic and marketing 
consultant, Washington, D.C.) 


In appearing before this committee I am in an unusual situation. I represent 
no particular organized group. I have no axe to grind, but Iam a U.S. citizen 
intensely interested in the farm problem, so-called, which seems to me has 
unjustifiably become a public bugaboo. 

My name: Cyrus 8S. Kauffman, economist and marketing consultant for firms 
which purchase and process farm commodities. 

As principal economist for the War Production Board, and later with the War 
Food Administration on the distribution of food from grain, industrial products 
from grain, and also feed grains, I have become closely associated with the farm 
problem and keenly interested in the farmer as a vital and important factor 
in our economy as it affects all of us. 

In my professional work it is important to be objective. At times it is necessary 
to make recommendations for improved marketing. The basic philosophy of 
such work is inherently constructive, with no time for condemning mistakes nor 
bemoaning the past, but utilizing both as stepping stones for constructive, forward 
action. 

It seems to me most unfortunate that such an important segment of our economy 
as farming—an area which covers food, feed, fiber, and factory—is subjected to 
harsh criticism from the public and more or less branded as a burden upon our 
economy and in particular upon our individual taxpayer. 

In appearing before you I speak as a taxpayer intensely interested in utilizing 
one of the finest assets a nation can ever have, namely: a progressive, highly 
productive, and efficient farming industry. 

The moment this committee opened up its hearings on the farm problem all 
of the confusions and frustrations of past hearings came back. The big-question 
immediately pops out—‘What can we do to cut back production?’ 

I would like to raise the question: “Why try?” 

That is not a note of helplessness. Quite the contrary. It is an entirely new 
viewpoint. 

Who or what has caused this problem of over-production? The farmer? Yes, 
partly. But also the scientific, devoted men who have developed new types of 
hybrid seed, new ideas in agronomy, with all the various phases of soil conserva- 
tion, and so on. 

Then too, there is the research scientist in industry, the engineers who have 
developed corn pickers that take two and four rows at a time; tractors that 
pull plows, harrows, combines; plus no end of labor-saving equipment! The 
nutritionist who makes 5 pounds of feed produce milk, eggs, and meat that used 
to require 10 pounds of corn. 

Farming is a business, just as your committee has' so frequently brought out. 
Comparisons have been made with industry, its~payments to labor, its ad- 
ministered prices, and so on. Why not look upon the farm problem as an 
industry? 

In any business there are at least four major components 6f management 
action: (1) raw materials, or supplies; (2) production; (3) marketing, and 
(4) finances. Marketing is always a major factor of management’s operations. 
Hasn't the committee left out a major component in its consideration and’ 
anaylsis? Would it not be well to bring in marketing, with its marketing 
research skills? 
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In the desire to cure the problem, has not the committee overemphasized! 
individual pieces of the problem rather than looking at the problem in its 
entirety? Has the problem been looked at solely from the farm viewpoint rather 
than as a significant segment of the U.S. economy? 

During World War II, while I was with the War Food Administration, our 
administrator for most of the period was Marvin Jones, an able administrator 
if ever there was one. I had occasion to know Judge Jones both as War Food 
Administrator and also in another capacity. While my work was with food. 
and feed grains, including industrial uses, I also did considerable work in 
analyzing farm legislation. It was anticipated that some type of postwar legis- 
lation would be required. I never did get to the point of developing or suggesting 
such legislation but I did gain a broad knowledge of the Agricultural Adjust- 
ment Act of 1988 which Judge Jones helped formulate. 


ORIGINAL FARM PROGRAM BROKEN INTO PIECES 


If you go back and read that original act before it became diluted with amend- 
ments, you will note that it is primarily concerned with orderly marketing of 
farm products. Such things as loans, bank credit, acreage allotments, and so: 
on were all factors in the overall objective; namely, orderly marketing, and 
with that, stabilized supply and price both for the farmer, the producer, and for 
the consumer, all of us. 

That original objective has been lost sight of—buried somewhere in a con- 
fusion of production controls and maintained income. 

Are we not looking too much at segments of the problem rather than at the 
problem in its entirety? 

Right here may I pause to define terms. Today this is highly important for 
words take on new meanings, or sometimes become obsolete. 

Marketing covers the entire field of moving goods from production to con- 
sumption. Market research is a component of marketing. 

There is also what is know as qualitative analytical analysis—a broad research 
and study of business without any preconceived ideas as to the areas of diffi- 
culties, or of solution. It is completely objective, and it is comprehensive, and 
covers the study and analysis of the movement of goods from the point of raw 
materials right through to the point of consumption—or utilization. It is based 
on the principle that a business operates successfully when all parts of the 
business are coordinated and functioning smoothly. 

Large corporations and many agencies of Government have called upon mar- 
keting-management organizations to look at situations involving complex prob- 
lems of corporate operation. 

Actually, the farming problem is an industry, or a business, involved in moving 
goods—or commodities—from the point of origin through to consumption. Pro- 
duction is merely one phase of the process. 

Would it not be well for the committee to enlarge its vision and consider farm- 
ing in its entirety—as an important segment in our economy? When this is done 
there is the possibility of arriving at solutions, rather than applying local 
palliatives. 

THE PROBLEM IS CRYSTALLIZED 


Your committee has done much toward solution. You have helped crystallize 
the problem. That in itself is halfway toward the solution—if the problem is 
correctly stated. 

May I restate the problem in its simplest terms: 

1. The farmer’s productivity has been substantially increased in the past 15 
years—farmers produce more food and fiber than our citizens need or can 
consume ; 

2. The productivity of the farmer will continue to increase in future years; 

3. A surplus has accumulated in the hands of Government; and 

4. A continuing flow of a surplus is inevitable for years to come. 

Obviously the problem stems from production. But any consideration of pro- 
duction without adequate consideration for marketing leaves a void. 

Let’s stop making the farmer the culprit, the one responsible for high taxes, 
heavy costs of storage, a subject of favoritism. This surplus is an asset, not a 
liability. 

One factor in management operation is the financial side, especially costs. 
Much has been said and publicized on the costs of the farm program. The ques- 


= = © 


> 


GENERAL FARM LEGISLATION 359 


tion can be raised, “Is the cost, as reflected in CCC statements, inordinately high 

in relation to the overall ede That question should be considered to obtain 
vie int on the problem. 

a apeeten is currently around $33 to $34 billion annually. This is 

the income received for the wheat, the corn, the cotton, the eggs, the milk, the 

fruit, the meat, the pulpwood, etc.—all of which we need in our daily living. 

Now, before he can get into operation, or production, he spends just about 
one-third ($11 to $12 billion) to buy materials in order to get his farm into op- 
eration—gasoline, oil, tires, fertilizer, seed, insecticides, electricity. This is not 
total cost, but preparatory expenditure. Economists call this input. 

Do you want him to cut back on his buying? How would this affect the 
economy as a whole? In the Wall Street Journal of June 30, 1959, there is an 
article headed: “Inactive Farms Create Unwelcome Side Effect—a Slump in 
Business.” Then follows an interesting account of the slump in business of 
grocers, haberdashers, gasoline stations, lumber dealers. No mention was made 
of less traffic by truck and rail, but farm equipment dealers were mentioned. 

This small sample gives some clue as to what happens when production is 
curtailed artificially. What would the cost be to our country if substantial 
cutbacks were made in production? That would be somewhat a conjecture and 
would call for several assumptions in making estimates. . 

Look at the other side of the picture—what is it costing the Nation to carry 
on the present program? 

On this point there is a terrific amount of unfortunate misunderstanding. No 
end of publicity has been given to the piles of commodities—wheat, corn, cotton, 
and so on. The picture created in the minds of our citizens is black, very black. 
All the publicity starts out with a fact, or several facts, which are correct. By 
the time the writer has finished there is an inaccurate conclusion or inference. 

Currently great stress is placed upon the current inventory of almost an even 
$6 billion, with commodities under loan slightly under $3 billion (CCC data as 
of May 1, 1959). Four and one-half years ago—January 1958—inventory was 
$4.2 billion, a net gain in 4% years of $1.8 billion. Loans outstanding at that 
time were $3.2 billion. That is a fairly moderate increase. 

More important: is this inventory a liability? What about considering it as 
an asset. 

A short time ago the automotive industry had an inventory valued well over 
$1.5 billion. No one thought of that as a liability. 

Our various farm organizations cite their individual philosophies, which may 
be excellent. However, it seems as though Congress and the Department of 
Agriculture might well put the farm problem in perspective. A philosophy 
ean follow. 

Getting back to the farmer’s gross income of $34 bilion—the commodities he 
produces end up as having a value to consumers of $80 billion for food and 
alcoholic beverages (Department of Commerce data). In addition, the con- 
sumer buys cotton and wool in one form or another; also paper, and synthetic 
fibers such as acetate rayon. Consumer expenditures for farm-originating prod- 
ucts comes well over $100 billion—20 pecent of gross national product. 

The present program presumably costs about $114 to $2 billion annually. Again 
may I raise a few questions—for the purpose of gaining perspective. 

Is this cost excessive in terms of accomplishment, and its effects upon our total 
economy ? 

Our Government can spend billions of dollars for various types of foreign aid, 
millions of dollars for Korea, for Indonesia, the Philippine Islands, and so on. 
No one seems to object particularly as the expenditures are part of our overall 
defense program and the economic warfare. 

Our surplus—an unfortunate term—is an excellent asset for maintaining in- 
ternational relationships. The farmer considers corn in his crib as good as 
gold. Cotton is in the same category. And when you put the cost of the 
program up against total volume of business generated, namely, $100 billion, 
the cost is about 2 percent. Looking at the farming industry as a whole, this 
is an extremely low sales-advertising promotion cost. 

These statements are not meant to condone the situation. Quite the con- 
trary—they are made in order to gain perspective and to look at the picture 
comprehensively. 

The challenge lies in developing a program that balances out all phases of 
the problem in relation to our domestic and foreign market. 











360 GENERAL FARM LEGISLATION 


A CONORETE PROPOSAL 


Congress has reached an impasse with the Department of Agriculture::.: Thig 
is not too surprising, as the Department, which has for years devoted its efforts 
to better farming, is now called upon to do a huge job of marketing, and to 
consider phases of management normally out of its sphere of action. 

And as a matter of fact, Congress has normally concerned itself with farm 
production. Marketing and sales are functions that have evolved. 

The chairman of this committee has repeatedly challenged witnesses with 
this statement: “You do not like what Congress has done, but none of you 
come up with a program. What should we elimiate? What law should be 
repealed?” 

“Coming up with a program” is what I propose. All of the phases of produce- 
tion, and the causes of surplus have been explored in minute detail. But the 
area of marketing has been left practically untouched. 

Here is where I propose that you engage competent marketing-management 
consultants, accustomed to apply principles of management, including marketing, 
to all types of industry. 

In 6 months you would have a program—and a realistic and positive one, 
Furthermore, it would tie in agriculture with industry. 

Many of the objectives incorporated in a bill which Congressman Abernethy 
and his committee prepared would automatically be included. 

This is a bold step for Congress—because it is different or new to its Members, 
However, Congress has long consulted legal skills. Change the word “legal” to 
“marketing” and a new factor has been added, and the farm problem will change 
from a problem to a full-grown industry, a vital segment of our domestie 
economy and in foreign trade. 

Congress can then spend its time with an industry—not a problem. 


OUTLINE FOR A MARKETING-MANAGEMENT PROJECT FOR THE UTILIZATION OF 
EXISTING AND CONTINUING SURPLUS OF AGRICULTURAL COMMODITIES 


Basic premise: Present and any continuing surplus are assets. 

Objective: Development of a marketing program combining and integrating 
production, price, and distribution, based on an analysis of— 

(1) Domestic markets for agricultural products; 

(2) Existing research projects: 

(a) In private research laboratories ; 
(b) By industrial or private grant to colleges, universities, and re 
search foundations. 

This phase would cover several areas incorporated in H.R. 7576, intro- 
duced by Congressman Abernethy, and would assist in developing the ob- 
jectives of the bill. 

(3) Foreign markets: 

Dollar areas; 

Foreign curreney areas; 

Present or anticipated processing plants of U.S. firms in foreign 
countries. 

(4) Potential development through use of foreign currencies of indus- 
tries that can utilize U.S. farm commodities. 

If desired and requested by the Agriculture Committee, this project can 
cover a study and analysis of the ICA, Export-Import Bank, and Development 
Loan Fund present policies and further potentials for U.S. markets. 

This phase would essentially cover the Cooley amendment provisions to de 
termine whether the objectives of the amendment are being utilized and whether 
they can be extended, 

A project of this type will draw upon the knowledge and skills of. U.S. \in- 
dustry, which has a vital interest in the farm industry both as a buyer of 
$11. billion to $12 billion of materials, machinery and supplies, and also as a 
source of supply of raw materials to be converted into consumer products for 
our,..U.8. population, and our defense agencies, The final, repert will, pull. the 
so-ealled farm problem out of the rut and place farming im its proper setting 
as a creator of a national asset of vital value to our domestic economy.and the) 
world economic warfare. 

Estimated cost : $220,000. . Time: 6 months, 
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Mr. Kaurrman. In order to. point things up a, bit, I am. going to 
call your attention to page 17 of Mr. Benson’s report of yesterday. * My 
remarks are going to be directed to practically one sentence and.one 
paragraph: 

Yoday our’ most urgent problem is to find new ways of expanding markets 
for the abundance now produced on our farms, . 

Essentially, that is the whole thing 1 want to talk about. He sum- 
marized itthere. That comment he makes there and that search which 
he is talking about I have noticed is one that this committee and mem- 
bers of the committee have’ been discussing from time to time. Con- 

ressman Abernethy has a bill, and he has certain phases of this par- 
ticular matter in that bill. Senator Humphrey and Senator Aiken 
are attacking it in a similar way. ‘To me, that is the key to the prob- 
Jem today and an answer that can be obtained and that is what I would 
like to talk about. 

Unfortunately, there is no way for me to avoid telling you some- 
thing about myself in order to get over a few points. I am unknown 
to most of you, very few of the committee. However, the farm prob- 
lem is not unknown to me. During the war I came down under 
Marvin Jones, War Food Administrator, I have been very close to 
the farm situation ever since. I am unique in this sense. I am not a 
farmer. I never like farming. My father and mother came from 
the farm. I was on the farm several years, and I hated milking and 
never wanted to be a farmer. I did get a contract with a creamery to 
help sell cream, and I did get the folks to get a gasoline engine in to 
turn the separator so I would not have to grind the thing. Outside of 
that, I am not a farmer. I love the farm. I am unique in the sense 
that I am not testifying asa farmer. Iam testifying on the other side, 
in the profession in which I have been all my life, namely, in mar- 
keting and economics. 

I might say one of the earliest marketing jobs ever handled happened 
to be long staple cotton fabric. We did an analysis of markets and 
were ready for market development. Unfortunately, the acetate 
rayons came into being about that time and they put out of business 
both silk and long staple cotton. It was too expensive. Later on 
I did get into the acetate rayon. 

That brings up a point I would like to also call to your attention. 
The panei of marketing are constant, whether they apply to the 
farm problem or whether they apply to the cotton or acetates or 
what not. I am talking primarily as a professional marketing in- 
dividual who has devoted all his time to that. Bearing in mind that 
the key to marketing, of course, lies in developing markets and plans 
of how to get to the markets. It is also extremely essential in any 
marketing development job to always coordinate the other areas. 
After all, in an industry we always have the elements of finances, 
production, management, and marketing. Marketing is the one that 
tends to develop the ideas and to bring cohesion to those other factors. 
It is on that basis more or less that I am really primarily directing 
my thoughts today. 

May I just quickly restate the problem which you all know so well but 
in a few words. First of all, we know that the productivity of the 
farmer is such that today we produce more food, feed, and fiber than 
we can consume or use. That isa known fact. The second is that that 
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productivity and acceleration of productivity is going to increase and 
nothing can stop it. I do not think you want to stop it. The next 
thing is you have a surplus. I hate the werd “surplus,” but it is 
usually unfortunate in connotation. However, there is no other word. 
You will continue to get a surplus. You start with that, known fact, 

Getting back a bit to the cause of the surplus, the farmer is not the 
only factor involved. After all, there are a lot of porns involved. 

There is the nutritionalist who made 5 pounds of feed do what 10 
pounds of corn did. You have all the research people who made farm 
machinery. You have all the people who made insecticides and ferti- 
lizers. It is research in the commercial field. 

That brings up a point which is exceedingly significant. The 
farmer today and the farm problem is not just the farm. The farmer 
to me is an industry and should be considered in that way. On that 
basis the recommendation which I will end up with is the utilizing 
of the marketing profession to solve the problem, that is the base. 

Going back to some things you know well and probably have 
skipped a bit, you know that for the last 2 years the gross farm income 
has been around $34 to $35 billion. Yesterday Secretary Benson had 
a figure for 1958 as income of $37 billion. We know that the gross 
farm income has been around $34 to $35 billion. 

The farmer spends on an average of $11 to $12 billion to buy mate- 
rials before he turns a wheel, That is not actually specifically true 
because that is oversimplified, but he has to buy gasoline, insecticides, 
machinery ; he is a big customer of steel. The United States Steel Co. 
recently put out a whole magazine showing the importance of the 
farmer to the economy. 

In addition to that, the farmer spends another $11 or $12 billion 
input, as we call it in economics, on labor before he gets his production 
sowed. His total gross bill out of $34 to $35 billion, he has a net of 
approximately $11 to $12 billion. I am rounding these figures out 
because you know the precise figures. You have them. The point 
is I am giving it to get over a point. 

Here comes the part that seems to me the committee is overlooking 
or is, let us say, grappling with. The farmer is an industry. Not only 
does he buy all these things but look at what happens to those things 
after he gets them into motion. It is a long way feta the time he 
starts out until he gets to the consumer. That $34 to $35 billion ends 
up pretty high in the line of what the consumer buys. The one statistic 
we have clear is the one on the Department of Commerce where they 

ive us the consumer value of food and beverage from the farmer. 
hat last figure on the June issue of the current survey was just about 
$80 billion. On top of that, it is a little difficult to get accurate figures 
on the value of cotton and wool and industrial products that get into 
products that go to the consumer, but it is safe to say that the farmer 
is generating $100 billion worth of goods at the level of the consumer. 

All of a sudden our farmer is put in the position of being a very 
costly factor and a drain on our taxes. I think it is time to stop. It 
is to my mind time to stop it, to get over it, to get away from it. 

The component that is missing, as I see it, in all the agricultural 
effort is the element of marketing and the development of markets. 
You are striving for it. Mr. Cooley, your chairman, in Public Law 
480 had what we call the Cooley amendment in the use of those funds. 
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Why? Trying to get those funds into use for production in industry. 
ne a ve Sed seme The acting chairman today brought up ideas 
and also Mr. Abernethy. The marketing side has been left out. Tome 
it is perfectly amazing that the Department of Agriculture has done 
as well as it has because it has never been geared for marketing. It 
has been geared for production. It started that way. The research it 
has is almost invariably the research on peconeihs greater produc- 
tion. There is nothing wrong with it. The market research it has 
done is primarily research in gathering facts, but marketing is the uti- 
lization of all the information and developing facts and putting them 
into plans or ideas. 

I have heard the chairman say day after day: “What can we do? 
How can we change the law?” May I say right there what I am pro- 
posing calls for no change of law whatsoever. The compilation of 
agricultural laws based on the Agricultural Adjustment Act of 1938— 
there is more authority there to do action than any five Secretaries of 
Agriculture can use in the next 5 years, but the law is static unless it 
is put intomotion. It cannot be anything but static until it gets going. 

Gentlemen, I am saying to you there is an ingredient here you are 
missing. There is a popular advertising phrase—I do not mean to 
get into that, but there is a missing ingredient. I represent a group of 
the professional side in the marketing, in that area of marketing. I 
am amazed that the law is as good as it is when you think of the 
terrific complex thing. Of course, adjustments have to be made. Of 
course, this thing is so complex that you will have to look over again 
at some of the nhaine here. The law has plenty of power and plenty 
of action if put into motion. I am contending if you get a proper 
marketing study, you can do it. 

A couple years ago you appropriated, I believe, a million dollars 
and you got a lot of facts together and they were fine, but the point 
is I think they were not crystallized into action. It was not from the 
marketing profession; it was just a factfinding matter. Industry it- 
self is tremendously interested in this whole thing; it cannot help 
‘but be. . 

A great deal has been said about the cost of this program, gentle- 
men. To me, that is so fallacious, this matter of cost is a relative figure. 
I think you have the farmer on a hook and he should be taken off. We 
have heard figures here that this program cost a billion and a half or 
2 billion. Whatever figure you get depends on how you start it. Let 
us accept the figure that this program is costing a billion and a half 
to $2 billion. I do not say carelessly that that is to be disregarded, 
but take a look at it in its relationship, to what it does. You have 
a surplus and you are going to get a surplus and it will continue. Your 
billion and a half to $2 billion, what is it out of the total consumer 
price of what you are generating? $100 billion worth of merchandise 
and goods at consumer level. It is a modest cost. That is figuring on 
that surplus as being a liability. I raise the point: Why is it a liabil- 
ity? It is an asset of the finest kind. What nation has the faculty 
and ability to produce that ? 

The answer is marketing. You have your local marketing here, 
which you are striving for in this county. You have your foreign 


market. I say again it is amazing that as much has been done as has 
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been done where there have been.no more marketing skills, brought 
in than there has. 

Let’s put this billion and a half dollars that this program costs us 
in terms of the consumer, the housewife, who apparently has the im- 
presion that the farmer is costing her a lot of money. Do you realize 
that on that total bill of hers 1 cent out of every dollar is the cost of 
this farm program? One cent out of every dollar. 

Take another important fact. You have had charts here about the 
cost of living and all of that. May I call to your attention this? 
When you get the cost of living and consumer prices, the Bureau of 
Labor Statistics, when they talk about food, include all food, including 
what we produce in this country, plus fish, plus imports and coffee, 
and so on. If you take the consumer expenditure jus for the food 
side as the dollars, roughly 20 cents of it is for such things that the 
farmer in this country does not produce, such as fish, coffee, tea, 
Eighty cents of itis what is produced. But there is a distinction there, 

Watch this. You have had figures time after time. I have not 
included these charts because you have seen them. Where are the 
food prices going? Down. The biggest hedge we have today against 
inflation is the productivity of the farmer and the cost of the food bill. 
You get so concerned about wheat. I grant the fact that you have a 
big wheat problem. But you treat is as a liability. 

Gentlemen, it isan asset. You want to cut back and control produc- 
tion. I suggest to you: Never mind controlling production. What 
if you do have to siphon off a surplus and you are Oring agriculture 
and yourself to dispose of it? What of it? The cost is slight. What 
has held down the so-called price level? We talk about stability of 
prices. Food has been an extremely important item. Yet you would 
think that the farmer was the cause of all of the high cost. Quite the 
contrary ; he has been keeping it down. 

I will not go into the fact that his share has declined. It has. You 
know those figures as well or better than I. 

My contention is, gentlemen, let us not bemoan the fact that this 
program is costing something. Let us turn it into an asset and get 
the marketing side on it, use your marketing profession in developing 
an idea to get these things into motion. 

Our assistant chairman was talking yesterday about Public Law 
480, making some long-time deals on wheat. Why not? From a 
marketing angle all kinds of things can be done. When you talk of 
marketing development, you take in all phases, research and coordi- 
nating. Could it not all be looked at? 

Furthermore, I will make another suggestion. I will suggest that 
you do not bother too much about trying to control production, Your 
efforts in controlling production have not gotten you far. It was only 
a few years ago, on the recommendation of the administration, that 
you put in the soil bank. On the conservation side this has good 
elements, but with these acreage controls, you are all farmers and you 
know what happens. You take a certain amount of your farm out of 
production and you buy more fertilizer and you plow better and you 
do a better job on the rest and you get better than youever had. You 
will not stop that. The farmer has always been that way and he al- 
ways will. It is an asset. Why should it not be? If you do not 
mind, I will not try to get the precise figure, but you own today about 
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1,100 million bushels of wheat and you will probably geta couple 
hundred more. . If it were a dead liability, it would not he too expen- 
sive for thé economy. | But is it a liability? It can be,converted into 
dollars, it’ can’ be converted ‘into grants, jt can be converted. into 
eredits such as on foreign currency. Here the committee is allowing 
that to be a negative factor. ‘There are no dynamics in the program. 
You have ‘a law that is static. I made a completely simple proposal. 
I think T have covered the main points, 

I do want to say one thing before I get to the proposal. In your 
program today you have your surpluses and you are disposing of a 
fair amount, but you have the so-called payment in kind... The pay- 
ment in kind locks up a lot of your surplus. The payment in kind is 
based on the fact that you will sell your cotton and your wheat and 
your other grains at a subsidized price and you will take it out of the 
free market and you will take your subsidy not, in the form of cash 
but in payment in kind. That tends to lock up a lot of your surplus 
commodities. That is an area that has not been explored to any great 
degree. : 

‘ou have today about 1,100 million bushels of corn; you will own 
one billion four. On your exports you are exporting roughly 170 mil- 
lion bushels a year out of the free market, so the payment in kind is 
relatively minor. You will keep locked up 1,400 million bushels of 
corn. 

On your wheat exports, you have various titles there. You are still 
keeping locked up about 1,200 million bushels of wheat. . That is even 
allowing for some of the grants you give and your donations, and so 
forth. It all comes down, to my mind, that this is a marketing prob- 
lem and the changing of your whole farm program from a static pro- 
gram to a dynamic program, from one of recognizing the value of the 
farmer’s product. 

Before I forget, I want to call one point to your attention. This 
idea of controlling production comes up constantly. Some people say 
you ought to do like the automobile people or anyone else when they get 
an oversupply—eut production. They do cut. What happens! If 
the auitomobite company cuts production and lays off 25 percent of the 
people, that, is not flowing into the economy. Before long they get 
on to the payrolls of the State and unemployment compensation. 
That is a direct burden on the taxpayer. If we say, don’t control 
production, is the cost any more because you get this wheat and have 
to dispose of it than the cost is on the other side because the automobile 
people cut back? You look at it and the answer is no. 

So this idea of the cost of this surplus must, to my mind, be re- 
lated properly. It is not a partisan job, it is not geographical. It 
is the problem of marketing and utilising our resources. Again I 
say this marketing problem can take care of what you are locking up 
now through your payment in kind. The payment in kind has many 
points of value, but it is still leaving a lot unsolved. 

Gentlemen, instead of reading this I have talked. If you will turn 
to the last two pages, I have the specific proposal. It is in simple 
terms. I am talking to you as a professional in the marketing field. 
I am suggesting you appropriate some money for marketing develop- 
ment analysis in which some of the features of the Abernethy bill and 
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other bills can be definitely brought out to see where their real merits 
are and their real advantages and where they mart be incorporated. 

You will notice we talk about the analysis of the domestic market. 
One. thing is there.are.a. great: many existing projects that.are already 
in there that could be put together. ‘The next thing is. the industries 
themselves, even the oil and gas and steel industries have interests, 
The suggestion is we look to them for the development of new products, 

In one of the committees on research it was brought out there was 
waxy maize corn, about 40 million bushels of waxy maize corn. The 
Corn Products Co. about 40 years ago developed dextrose and they 
use 25 to 40 million bushels of corn Ee sweeteners instead of sugar. 
If industry itself is called upon to help develop products to utilize 
farm products, you are starting at the place where the people eventual 
have to sell them. When you start with the Department of Agricul- 
ture, you are developing ideas and products which may or may not 
have utilitarian value. You start with the industries themselves and 
you have a product they are going to use. 

May I suggest right here that the idea of developing a lot of do- 
mestic markets for our surplus farm products is not in the cards for 
quick action. It will take time, but a lot of things can be done. The 
carbohydrates of some our grains have potentials we have barely 
touched yet. That is one factor. 

Of course, there is the foreign market. All of your foreign markets 
have evolved, to me, amazingly. I happen to be engaged now working 
with some people on the development in foreign countries. Only one 
happens to use a farm product. While I have not traveled too ex- 
tensively, I have been to the Caribbean and to the west coast of South 
America. I find there a lot of our American companies have factories 
there, such as the American Chicle Co., Quaker Oats, Corn Products, 
to mention a few. They are scattered around there. They are inter- 
ested in this problem here and abroad. The marketing profession, I 
think, can do an excellent job. 

Here is the summary. Thank you gentlemen for permitting me to 
talk instead of read. I have pointed something up, right or wrong, 
and I grant I am not representing any company or any industry. I 
told my clients I woud talk as an economist in the marketing field, 
but I always have a bias, which I will admit, and the bias is one of 
my profession that the marketing phase can do a wonderful job in 
helping this committee and agriculture make this a dynamic program. 
It does not require one iota of change in the law to do it, although 
the changes in the law may help your program. Thank you, sir. 

Mr. Poace. Thank you very much, Mr. Kauffman. Are there any 
questions ? 

Mr. Hoeven. I would like to ask a few. 

Mr. Kauffman, as I break down your statement and remarks, do you 
contend that marketing is the answer to the surplus problem ? 

Mr. Kaurrman. May I put it in this way: The problem is not a 
single factor. In any industry you have the matter of production 
and finances, management, and marketing. I am saying here that the 


marketing is an ingredient that can greatly facilitate the solution of 
the problem because it will give a plan and an idea. 

Mr. Hoeven. On pages 11 and 12 of your statement you say that 
is the nub of your proposal and you call for an analysis of, first, 
domestic markets for agricultural products; second, existing research 
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projects; third, foreign markets; and fourth, potential develop- 
ment through use of foreign currencies, and so forth. Is there any- 
thing new in those proposals? In other words, what can we do in 
addition to what we are now doing? 

Mr. Kaurrman. Let me put it this way. Has your program today 
any plan for really putting these things into one group and unit and 
making it a positive plan? Every one of these things we are talk- 
ing about—marketing has grown. For instance, in agriculture you 
have developed all these things. I am saying they evolved and they 
have not knitted the problem together and put it into one basket 
under a plan. ; 

Mr. Horven. In other words, we should coordinate and consolidate 
our efforts and continue to do the same thing we have been doing; 
is that right ? 

Mr. KaurrMan. Yes, with more emphasis on the marketing. Of 
course, you are looking for new ideas. You and the chairman both 
have.always,said new ideas. The main thing I am talking about here 
is one of the new ideas is you change your concept of your problem, 
that it is not a surplus problem that is licking you oan is a liability, 
but it is an asset; if you go at it right, your marketing can be great- 
ly accelerated. 

There is an excellent job being done in many ways now. Above 
all, I am suggesting that you not bother about trying to change your 
law too much now. 

Mr. Poace. Are there further questions ? 

Mr. ApernetTuy. Mr. Kauffman, I note that you, as I understand 
your extemporaneous statement and the statement in writing, you 
subserthe to the: principles in the bill whieh I introduced some few 
weeks ago, H.R, 7576 ;-is that right? 

Mr. KaurrMan. I did not quite get your start. 

Mr. Asernetuy. The research bill which I introduced a few weeks 
ago, it is your feeling that that would be helpful ? 

Mr. Kaurrman. I think there are a great many elements in the bill 
that you have prepared, some very fine elements. c 

Mr. Apernetuy. The reason I asked the question is this. I have 
been working with this legislation for 2 or 3 years. Unfortunately, 
we do not seem to be able to make any more progress in this field of 
agriculture than we make in any other. You understand that that 
which inspired this effort was the many statements made by the Sec- 
retary in the well of this committee and other places in the interest 
of expanded research. Subsequently, there was a Commission ap- 
pointed by the President under the authority contained in a general 
agricultural act a few years ago creating a Presidential Commis- 
sion for the purpose of making a study of this problem and subse- 
quently making its recommendations to the Congress. 

They came forth with a bill, I introduced that bill. It met with 
stern opposition from the Department and from an association of the 
State experiment stations, farm bureaus and possibly others. Then 
some commodity groups got together—in fact, every commodity 
group, I can think of, and all of the farm organizations, although 
there was one that I do not think participated, but it was not denied 
the privilege of participating. They came up with a rough draft of 
the bill which preceded H.R. 7576. So we went to work in the sub- 
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committee one morning and revised that draft considerably in an ef- 
fort to satisfy the Secretary and his Departmient.’ Being’a little tired 
and I do not say this critically—of taking ‘legislation ‘to the floor 
which resulted in some very unfortunate floor fights more or less 
partisan fights. I told these people that I just did not like the idea 
of taking any more legislation to the floor 'that we were going to 
have a fight over between the Congress and the Department; that I 
thought we had h:d too many of those already and that none of 
them were doing agriculture any good. In fact, I feel they are doing 
nothing more than creating additional adverse publicity for American 
agriculture and it has had about all that it can bear. 

The representatives of these organizations which participated in 
drafting this bill, in counseling with the officials in the Department 
about it, reported to me they had reached agreement. The Secretary 
himself called me that afternoon and stated they had reached agree- 
ment. I called the committee together the next morning and a report 
was sent over by Secretary Benson which blew the whole bill higher 
than sputnik. I do not know where we stand now. I am very dis- 
couraged about it and my patience with the Department is about’ at 
anend. The point I am trying to make to you 1s there just does not 
seem to be any ground of agreement between those outside of the De- 
partment—lI speak of farm organizations and commodity organiza- 
tions—and the Department on this particular issue. They are trying 
again to reach some agreement. I am afraid that that which they 
are pursuing right now would absolutely destroy the bill. While I 
appreciate your comment and I agree with you that I think some sort 
of legislation along this line would be helpful, I think it is hopeless. 

Mr. Kaurrman. Mr. Abernethy, what I am proposing is not legis- 
lation. For instance, your bill is seeking to find markets, seeking to 
develop new uses, and it starts out by wanting to establish a commis- 
sion as part of the setup. It seeks to have a thing apart from agricul- 
ture itself. 

What I am suggesting does not call for a bill but it does call for 
drawing upon these people, instead of having a commission set up first, 
drawing upon industry, drawing upon a fot of the’ people you are 
talking about to formulate some marketing plans and ideas. 

Mr. AsernetHy. They have such a commission as that right now. 
They have an advisory committee. 

Mr. KaurrMan. Yes, but they are normally not marketing people. 
Most of your advice has come from agricultural groups, your Farm 
Bureau, Garmors Union, and those. They are essentially on the farm 
side. Let me cite one person. 

Mr. Aserneruy. I do not know the personnel, the identity of each 
member of the advisory committee, but the committee is not all con- 
fined to farmers, I am sure. 

Mr. Kavurrman. They are not. Frankly, they come down here 
about once a quarter. 

Mr. ABERNETHY. That is right, as often as called in by the Secretary. 

Mr. Kaurrman. Yes. There is no press release on it, but there is a 
— hearing. In many ways it almost looks as if the committee were 

ing mint informed as to the conditions of things in the present rather 
than making too many types of recommendations. 

Mr. Apernetuy. I think that is correct. 
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Mr: Kavrraan. I think it is equally true that the ‘advisory com- 
mittee on CCC is.an-excellent committee. It really comes down to be- 
ing informed of what is happening and is not in too good position to 
make any specific recommendations. ead: 

Mr. Asernetuy. What you are proposing this morning is some- 
thing that must be handled administratively. 

Mr. Kaurrman. Yes. ,May I draw on one person I hoped, would 
be here, Robert Eckart, “Bob” Eckart, as we knew him, Maybe some 
of you knew him,: I think he was professor or coach at Kansas, Bob 
was at one time in the Meat Institute. Do any of you remember him 
there? He did an outstanding job with them., He has been very ex- 
cellent in marketing, He went over to Ford in 1951 in market, re- 
search and now he is expanding greatly. He is doing great things 
for Ford on marketing, and marketing development. Bob also has a 
farm. He is a farmer as well. He himself has said we have in our 
profession about a half dozen outstanding, marketing groups and of 
those he could draw on four or five outstanding people. 

We can draw on people like Bob Eckart who have very strong mar- 
keting ideas. 

Mr, Asrerneruy, I go back to my, question. It is not exactly a 
question. It is a statement, _What you are proposing is not some- 
thing that can be done by this committee, It.must. be handled ad- 
ministratively, 

Mr. Kavurrman, One time you set up a million dollars for research. 
Was that.3 years ago? 

Mr. AnerNetuy. The President’s Commission ? 

Mr. Kaurrman. The time you did all that research for utilization 
of farm production and commodities. 

Mr. Anernetuy., That was a Commission appointed by the Presi- 
dent under specific legislation. The Commission’s bill was introduced 
and it was opposed by the Departrment and I think also by the Farm 
Bureau and by the experiment stations. 

Mr, Kaurrman. I have been thinking in terms of you having this 
set up just like you get counsel here to do a piece of legal work for you. 

Mr. Aperneruy. )We cannot appoint a group like that. We have 
no authority to do it. 

Mr. Kaurrman, It would have to be set: up under the Department of 
Agriculture. Take the group you suggested, your Commission, that 
has to have its own appropriation. 

Who would appoint them, the President? 

Mr. Anernetuy. Yes, 

Mr. Kaurrman. Maybe I am talking in the wrong terms in think- 
ing your committee could set it up like an industry. You could set up 
and employ technical marketing services in order to give you the back- 
ground for determining the law that you might make or ought to 
make or not make. 

MaybeT am talking in the wrong way. 

Mr. Poagr.' Are there any further questions? 

Mr. Gathings? 

Mr. Gatrrunes. No. 

Mr. Katrrman. IT would like to suggest, ‘however, that you urge 
that you do get away from this idea that this farm program 1s costing 
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the consumer so much money. I think that is a fallaciousness that is a 
little unfair to the farmer. 

Mr. ABERNETHY. I wish you would issue a public statement to that. 
effect. Maybe you could get it in the paper. 

Mr. Kaurman. Frankly, I am hoping to do a little bit on that 
myself. It would be in a very small way. 

Mr. Poace. Mr. McIntire. 

Mr. McIntire. Mr. Kauffman, on page 9 of your statement you refer 
to the fact that the Department is essentially set up for and has for 
years been devoted to the advancement of better farming. It is now 
called upon to do a huge job in marketing and to consider phases of 
management normally out of its sphere of action. 

Deducing from your observation that these supplies are in excess 
of existing markets, are they not in themselves bad, even though a 
capability to produce is to the good? Is it not one of our problems 
that it is the presence of these surplus products that is serious and 
is the cause for public concern. Is it not true that these supplies, by 
virtue of the circumstances under which we operate, move into a 
position where they become a public issue, being as they are in the 
hands of the Government ? 

Is it your thought that because of the capability of agriculture to 
generate these supplies which are in excess of existing markets, the 
Government should go into the marketing field and 1 ps these 
markets as a helpful function? Do you think that we should continue 
to use the instrument of Government in the marketing field or are you 
thinking that this research and effort in marketing should be developed 
with the objective in mind that we can ultimately move outside of 
Government in this handling of these commodities ? 

Mr. KaurrMan. The No. 1 thing that I start out with is that the 
Government is in marketing whether it wants to be or no. It has 
gotten itself there. 

Mr. McIntire. Is it your thought that that should be an accepted 
objective in your plan? 

Mr. KaurrMan. Very definitely. I think it is the job right now of 
the Government to siphon off the surpluses that are produced and 
that the only place they can be siphoned off is by Government. 

Whether Government likes it or not, it is bound to have the job of 
siphoning off that surplus and seeing that it gets moving. Whether 
you like it or not does not matter. It is true you do want to use the 
mechanisms of private industry as far as possible. 

I think the racaanese has got itself in a position where it cannot 
get out. I do not think for one minute that you can drop the price 
support. You can talk all you want about it. You can talk all you 
want about the price support and free markets and all that, but I 
do not think it is semitl e—politically or economically possible to 
drop price supports. - They must siphon off that surplus. 

Mr. McIntire. Would it be also a fair observation in your refer- 
ence example relating to the automobile industry, where there was 
created a $1.7 billion—I think the figure was—inventory position, 
that although this was a case where adjustments were made outside of 
Government against a background of economic pressures, would it be 
fair to deduce that you think it should have been a Government re- 
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sponsibility to avoid that kind of an inventory position which invites 
a cutback in production in the automobile industry to adjust to the 
arto 

Mr. Kaurrman. No. Under no circumstances would I say that is 
a Government responsibility. Let us put it, this way: Personally, I 
think it is very unfortunate that the Government has the surpluses. 
I think it is extremely unfortunate that they must be disposed of, I 
personally would feel fine if we could have stayed out of it and if the 
Government never had to take that position or get into this position, 
but it is wise. I am all for the private industry, I think we should 
do it, but you have got a fact here. Some years ago you could have 

prevented this and you could have kept the:surplus and kept it mov- 
ing through the private industry channels. That would be fine. We 
might have kept it there, but you have got existing facts. 

One of these days maybe you can get the Government out but I do 
not see it for the time being. I think the Government has got a re- 
sponsibility that it acquired. Sure, you are trying to get out. This 
payment in kind is a very excellent method of putting the export of 
goods through private channels. It is excellent in the sense that it 
gets back into private channels, but you still lock yourself up on the 
thing. You have all the surpluses there that you have locked up. 
Your laws have locked them up and the policies have locked them up. 
You have the problem whether you want it or not. Can you put it 
back on industry? I do not think you can. 

I am all for it. I do not want Government in things any more 
than is possible. I think the less we have Government in business the 
better; but like a lot of other things, you are in it. 

Mr. McIntire. Thank you. 

Mr. Poace. Mr. Hagen ? 

Mr. Hacen. Mr. Kauffman, excluding the possibility of some major 
breakthrough in research resulting in increased demand through 
utilization, do you seriously believe there is any possibility of in- 
creasing markets for some of these basic commodities, with the pos- 
sibile exception of cotton? The demand for them is relatively in- 
elastic. If we increase the wages of the steelworkers, for example, 
they do not spend that money on increased diet. They already have 
an adequate diet. They spent it on TV sets, et cetera. That is no 
answer to the problem. Really, the only substantial group of under- 
fed people in the country are on the farm in certain areas of the coun- 
try. How would you propose to create the demand which does not 
exist domestically for human purposes ? 

The only possible increase in market that I could see would be 
abroad and our producers maintain they cannot sell abroad and make 
a profit without some Government subsidy. 

Mr. Kaurrman. I thought I answered part of that once. The idea 
of developing domestic markets for new food I had not even men- 
tioned because I do not think there is anything on that that amounts 
to anything. On the idea of developing industrial uses, I think there 
is potential, but I thought I brought out very erat that doing any- 
thing quickly is not in the cards today. It will take time. I think 
there may be some things, but you are not going to do it overnight. 
It isa long pull. It is worth while going after. Like Mr. Abernethy’s 
bill, he seeks to find it. That is the time element. You will not do 
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it quickly. The foreign market is obviously now one of the, biggest 
markets. sy 

You talk about the subsidy. That, is a method of doing your.mar- 
keting. I do not know as you can duck it. As far as getting the 
market is concerned, one of the oustanding men in ar Ptan is Mr, 
John McMillan. He has a very excellent article in one of the Purdue 
publications, talking about how the trade could greatly develop the 
markets for wheat. I will grant, the point.that you have to have sub, 
sidy. You have atwo-price system now. Ido not know how you will 
duck it. That is part of your cost. Call it subsidy, two-price system; 
call it what you want. However, it is the moving of that surplus so 
that it does not stagnate on you so that as the new step comes in you 
do not keep locking it up there where your extra work should be done, 

Nine-tenths of the market now is undoubtedly foreign. We are 
producing far more now than we can use or consume and we will con- 
tinue to do so. Any research we do for stuff in this country has to 
be slow. It has got to be foreign. 

Mr. Hacen. Subsidized foreign sales create a problem of basic 
international policy. Have you given any thought. to the proposi- 
tion we might have too large an agricultural establishment in this 
country in terms of our world policy ¢ 

Very often in these underdeveloped countries the only things they 
can sell are agricutural products. That. is the easiest. thing to get 
into. By trying to maintain a big agricultural establishment. and 
dumping its product abroad we might be running counter to other 
programs we have, 

Mr. Kavurrman. The international relationship actually cannot be 
ducked. My own opinion is the State Department has too frequently 
opposed things that are not necessary to oppose. You have had an 
example of one of the things here on your own cotton. We were 
piling up cotton for a while. Some of the Congressmen were very 
intensely interested in cotton. You practically insisted some of it be 
moved and it was moved. It did not disturb the world markets par- 
ticularly. It was gotten out. You have today no particular problem. 
There is one thing. Incidentally, there were enough of you Con- 
gressmen to push that idea through so that you are moving cotton 
and you are moving it fairly well. You are not disturbing the world 
trade relationship. 

Mr. McIntire. If the gentleman will yield, a great deal of it is 
coming back to this country as gray goods, and this is undercutting 
every cotton mill-in the United States. 

Mr. Kaurrman. We always have that problem. I represent.a 
client. I won’t mention his name. . We deal with wheat products. 
We take some of the residuals from some of the wheat milling and 
we use the chart in the gluten. Right now we are greatly handi- 
capped because of their paying the subsidy in flour. 

Gluten comes back from some country and it is cheaper for us to 
buy it than make it. Weare buying gluten from undoubtedly Ameri- 
can flour. It relates to the subsidy being paid. Those are some of 
the inevitable things anytime you get into the world market, 

We are getting hurt by it. I do not want to bring it up.; You 
brought up a straight case. One of my clients is being hurt on that 
very thing. Incidentally, some of the gluten is not manufactured too 
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good., The Dutch do a good job, When the Dutch bpluten comes in, 
we get it. I am talking about a different thing. e are trying to 
survive and trying to grow.in this competitive system, but the inequi- 
ties that come up that you are talking about have happened to a couple 
of. our own clients. Those are part of the things you have to meet. 
Let us put it another way. Nothing will be done that will be perfect. 
If we can get to 90 percent, the 10 percent won’t be too costly. 

Mr. Poace. Thank you very much, Mr. Kauffman. 

Mr. Kaurrman. Thank you very much, gentlemen. I appreciate 
your courtesy. 

Mr. Poacr. We appreciate your presentation.. We are glad to have 
you. Thank you for coming. : 

Now we have with us a former member of this committee, one we are 
always happy to have with us to discuss agricultural roblems. He 
served on this committee. We have.a high regard for Fenty Voorhis. 
We will be glad to hear from you, Jerry. . 


STATEMENT OF JERRY VOORHIS, EXECUTIVE DIRECTOR, 
COOPERATIVE LEAGUE OF THE U.S.A. 


Mr. Voornis. Thank you very much, Mr. Chairman. 

In my prepared statement I find I left out my identification, which 
I will give to you. I am Jerry. Voorhis, executive director of the 
Cooperative League of the United States, which is a national federa- 
tion of cooperative businesses and enterprises, including in its mem- 
bership some marketing cooperatives, a considerable number of farm 
supply cooperatives, the Rural Electric National Association, several 
mutual insurance companies, cooperative credit institutions, consumer 
cooperatives, and cooperatives in the field of housing and health. 

About 70 percent of our membership are farmers and rural people 
and there lies one of our primary interests. ThatiswhyIlamhere. I 
would like to ask to proceed just the opposite from the way Mr. Kauff- 
man did. I boiled my statement as hard as I could boil it and I want 
to read it to you. 

Mr. Poacr. We will be glad to have you read it. I will ask the 
members to withhold their questions until after you complete it. 

Mr. Voornis. If they want to interrupt me, it is quiteO.K. What- 
ever the committee wants to do is all right. 

Mr. Poacs. Except you must remember you served on this committee 
and you are not going to get through by noon if we interrupt you. 

Mr. Vooruis. I am willing to run.that risk. 

Mr. Poace. All right. 

Mr. Voornis. American agricuture is in grave danger. The whole 
American pattern of agriculture and farm life is in danger. There- 
fore, since the farmowner-operator has from the beginning of our 
history, been the rock on which our democratic structure of a free 
society has been built, our Nation is in danger. It is in danger of 
losing the basic values to preserve, which our Nation was founded. 

Let me,show this first in some figures. . 

From 1942 to 1956 total national income for all the American peo- 
ple increased 200 percent. Income of farmers increased just 20 per- 
cent. 

In 1956 farmers made up,13 percent of the population but received 
only about 3.3 percent of national income. | 
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A recent study shows average per capita income of farm families 
in one of our more prosperous States to be just 43 percent of average 
nonfarm income. This includes off-the-farm income of farm families, 


Food costs to consumers went up $122 for a standard “basket” of 
groceries from 1950 to 1958. Farmers got $12 less in 1958 than in 
1950. Middlemen and processors got $134 more. 

These glaring economic injustices are not due to lack of efficienc 
in agriculture. Quite the contrary. For the fact is that between 194 
and 1957 productivity per man-hour increased 34 percent in industry 
in this country, while during that same 10-year period productivity 
per man-hour in agriculture went up 87 percent. 

As a reward for his greater efficiency the farmer suffers economi- 
cally. The greater his efficiency it seems the worse off he is. And for 
one simple reason. He lacks the economic bargaining power which 
others possess. 

I do not care if he were reduced in numbers to 2 million. He would 
still lack this economic bargaining power. I do not care how much 
the market has expanded. If there still are millions of farmers on 
one side of the bargaining table and a handful of people dealing with 
him on the other side, he will still lack the economic bargaining power 
that he needs. The political power of farmers is declining too, for 
two very bad reasons; the first of which is that he is not as large in 
numbers and, therefore, not as much attention is paid to him. The 
second is there is a deep disagreement in the councils of agriculture 
itself. 

Farmers are many. Buyers of their crops are few. Those buyers 
are getting economically more powerful every day. It has been esti- 
mated by leaders in the chainstore field that by 1970 more than three- 
fourths of all the food trade will be controlled by five or six giant 
chains. Even today in many markets these powerful buyers can 
pay just about what they want to pay for farm products. 

Farmers are many. Sellers of supplies and services to farmers are 
few. Especially in the case of most of the important agricultural 
inputs like the farm machinery, chemical products, power, transporta- 
tion. This is why prices received by farmers went down 25 percent 
from 1951 to 1956 while prices paid by farmers did not go down at all. 

Because farmers are many, because their work depends directly 
upon nature they produce as much as they can, especially if the unit 
price islow. They do this to try to support their families, which isa 
natural human instinct. They always will do it. It is their natural 


way. 

Ll eishde with Mr. Kauffman, it is time we quit bemoaning so-called 
surpluses and trying to penalize farmers for producing them. It’s 
time instead we began in dead earnest to figure out how to make 
constructive use of a chronic surplus of food products in this country 
in a very hungry world. 

Farmers deal in an economy wherein most of the key industries 
production is well enough controlled so price is maintained at a high 
evel and quantity restricted. 

The economic bargaining power of those agencies with which farm- 
ers deal is very great and becoming greater. The economic bargaining 
power of farmers is getting less every day. And even if half of the 
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farmers were liquidated, as some people seem willing to do, led by 
the city press, the same situation would still prevail. 

American agriculture is still, thank God, essentially an industry run 
by independent owner operators. Agriculture as the last remaining 
large remnant of a free competitive economy suffers from basic in- 
justice and ne for that very reason. 

The only basic solution to this problem is to strengthen the economic 
bargaining power of farmers. 

Government programs, especially the farm credit program, which 
has bearing on a proposal I have at the very end, some very suc- 
cessful, some markedly less so, have mainly been an attempt to protect 
farmers against the results of their weak economic bargaining position 
This has been necessary. It still is necessary. 

But it does not solve the problem. 

Certainly having the farmers “integrated” by outside commercial 
agencies does not strengthen the economic bargainin wer of farm- 
ers. On the contrary, it destroys whatever was left of that bargaining 
power. And leads to ruinous prices. All I need do is mention the 
one word “poultry” to have you know exactly what I mean. 

And speaking for a moment for the consumer cooperative segment 
of our membership, let me say that consumer cooperatives and their 
members don’t like the ruinously low prices for eggs and poultry 
which now prevail. We don’t like them because we believe in the 
American system of owner-operated agriculture and farmer-controlled 
egriculture. We don’t like these low prices because we want there to 
be som@’ farmers producing poultry in 1970 and 1980. 

Well then what is the answer ? 

Through the ages primary producers (and consumers for that mat- 
ter) have been exploited largely because other people (or firms) did 
all the buying and selling, manufacturing and processing of primary 
products. 

The way to end such exploitation is for primary producers to do 
their own buying and selling and at least some of their own processing 
and manufacturing. . 

The total business of producing, processing, packaging, and deliver- 
ing food to consumers is a very prosperous one. Every part of it is 
prosperous except farm production itself. Farmers need to get into 
the prosperous parts of the food business. There is a way to do this. 

There are three basic causes of the present distress of American 
agriculture. The first is related to the way our agriculture is organ- 
ized—or rather the way it isn’t organized. The other two have to do 
with the market for farm products. 

First, American agriculture lacks rational vertical integration. It 
has some of this, but not enough. 

Steel companies use a lot of coal. So they go out and buy and own 
and operate coal mines. Automobile companies use a lot of steel. So 
they buy and own steel mills and iron mines. Farmers need feed and 
seed, and electricity and credit—among other things. There is no 
more reason for steel companies to own coal mines than for farmers 
to own oil wells, fertilizer plants, electric systems, and banks. But the 

only way farmers can to it is through cooperatives. If we are going 
to continue to permit vertical integration of industry—which we almost 
certainly are—then if we are in earnest about solving the problem of 
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agriculture, we must develop as rapidly as possible effective vertical 
integration for agriculture through cooperatives. 

To be effective:this integration has to reach back to primary sources 
of supply—such as basic fertilizer ingredients, electric power genera- 
tion, and crude petroleum. 

Loans at the lowest possible rate of interest ought to be made avail- 
able to any cooperative willing to move toward greater economic 
strength for American agriculture along these lines. 

Expansion of cooperatives enabling farmers to buy and manufac- 
ture for themselyes the supplies and services their operations require 
will not only reduce costs of production but will add to the income of 
agriculture some of the earnings from these related industries. 

We have got a new definition of agricultural income which is com- 
parable to what we normally think of as the income of other kinds 
of industry. 

There is another field in which these same results can be obtained. 
This is in enabling agricultural primary producers to package, pro- 
mote, distribute, and sell direct to consumers their farm products while 
still owned by farmers. 

Practically everybody is suggesting decentralization of industry, 
establishment of more small industries in rural areas as a practical 
answer to the agricultural problems. But few of them include in 
their suggestions the one feature whereby such decentralization would 
contribute toward a basic, lasting solution, or teward the revitaliza- 
tion of some of our local communities. That feature is local owner- 
ship by farmers and rural people of these industries. This means 
cooperative ownership. And it should extend not only to fertilizer 
and petroleum and electric plants, not only to marketing agencies, but 
also to processing and packaging plants.. If one reason for the big 
spread between prices received by farmers and prices paid by con- 
sumers is the cost of processing and packaging, as we are frequently 
told, the one answer to it is for processing and packaging plants to 
be owned by farmers through cooperatives. 

If there were this kind of decentralization of industries related to 
agriculture under cooperative ownership by farmers, then indeed there 
would be another basic step taken toward solving the farm problem. 

The farm problem will never be solved as long as it is considered as 
a problem related only to the farm itself. Especially not if farmers 
are simply told to try to make a free market work in agriculture when 
no such free market is at work anywhere else. The problem is a 

roblem for all rural America. And one basic solution of it is rural, 
ocal ownership, through cooperatives of industries intimiately related 
to agriculture, and the adding of, that income to the income of agri- 
culture. 

Such a solution involves neither dependence on Government nor 
the pushing of smaller farmers off the fand, nor attempts at, artificial 
reduction of production. The cooperative solution has no minus 
factor in it. 

A second major cause of our problem is that, when prices received 
by farmers go down, the prices consumers pay for the same products 
do not go down in proportion. 

Sometimes they decline slightly. More often they remain at about 
their old figure, or even rise. Plenty of facts and statistics have been 
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resented to prove this and it is unnecessary to repeat’ them. Suffice © 
it to point out that profits of large national processors of farm prod- 
ucts Coe risen, very sharply indeed, ever since farm prices started 
down, and that the decline in farm prices has been repeatedly given 
as the reason for this. i 

The result, of course, is that farmers suffer reduced income on each 
unit they sell, but do not gain the offsetting advantage they should 
have from an expanded market and the sale of more units. | 

Low farm prices help nobody except people doing the processing 
business. 

So what can be done? . 

The answer is fairly obvious. Farmers have too little to say about 
the prices at which they sell their crops. And consumers have prac- 
tically nothing to say about the prices they will pay for those same 
food and fiber products in consumable form. 

Farmers have, of course, fairly well organized themselves to assem- 
ble and sell their products cooperatively. About 25 percent of all 
agricultural crops are marketed through farmers’ cooperatives. This 
is enough to provide an effective yardstick of most costs and margins 
at the point of first sale of the raw crop. But farmers have thus 
far very little cooperative ownership over processing, packaging or 

reparation for the consumer market of their crops. If cooperatives 
did 25 percent of this business as well as original marketing, the 
whole situation would be different. 

Especially would this be true if one other thing happened at. the 
same time. This is a rapid growth of consumer cooperatives so con- 
sumers could buy directly from farmers, let us say, 15 percent or 20 
percent of their food needs. This, again, would be enough to provide 
an effective yardstick for the entire market. To a small extent this 
is happenmg now. 

And it would reduce to about zero the spread between what farmers 
receive and what consumers pay. The farmer of the cooperative 
business belonging to farmers, would get 100 cents of the consumer’s 
dollar. —Then when prices received by farmers declined, prices paid 
by consumers would go down in proportion due to the competition 
of cooperatives in whose natural interest it would be to see that this 
exact result was obtained. 

But now committee members will be saying: “Well, this guy says 
he knows a:solution but he hasn’t proved his case.” 

Maybe I haven’t yet. : 

But I think I can. In 1935 only 11 percent of U.S. farmers had 
electricity. By means of cooperatives 96 percent of them have elec- 
tricity now. And rates are about half what they were before the co- 
ops were organized. 

Let’s take 1955, about an average year for the postwar period. 
Let’s also take one Middle Western State where a good pattern of 
cooperatives exists. The county cooperatives owned by the farmers, 
in turn own the statewide wholesale and production cooperative. 
Farmers thus produce’ and refine part of the petroleum products 
they need, produce, mix, and distribute part of the feed and fertilizer 
they use, and market and to'an extent process the poultry products 
and grain they sell.’ In 1955 the return in’ patronage refendd to 
farmers on the supplies obtained through this cooperative system was 
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6 percent. And the increase in income from the products marketed 
cooperatively over what that return would otherwise have been was 
2.7 percent. 

Now if all farmers had been owners of cooperative businesses like 
these in 1955 and had used their services fully—which of course was 
very very far from the case—but if it had been the case then $800 
million would have been added to farmers incomes from cooperative 
marketing and $1,300 million would have been subtracted from their 
costs, and their net income in that year would have been 17.8 percent 
more than the $11 billion which it was. 

Farm supply cooperatives do a considerable business in producing 
and supplying to their members petroleum products. In 1957 the 
cost of farm fuels had risen only 68 percent above the level of 1910- 
14, whereas the cost of farm machinery where no cooperative compe- 
tition exists was up 236 percent. 

Again, whereas the cost to farmers of fertilizer, of which about 
20 percent is supplied by farmer-owner cooperatives, has risen only 
50 percent above the 1910-14 level, despite the quadrupling of use, 
the cost of all farm imputs has risen 173 percent. 

Danish hog farmers receive about 75 cents out of the consumers 
dollar spent for pork. American hog farmers get only about 40 cents 
to 50 cents at most of the consumer’s dollar. The difference? Dan- 
ish farmers own their own processing and packing plants. 

So, Mr. Chairman, I’m here this morning to say that there is a 
good, constructive, lasting solution to the problems of our farmers 
and our agriculture which need cost the Government not a cent, and 
which is rooted in American self-dependence. This solution is avail- 
able if we want badly enough to apply it. 

In a brief sentence that solution is the restoration of economic: 
bargaining power to farmers by means of farmer cooperative owner- 
ship of a part of the businsses related to agricultural production. How 
big a part? I don’t: know. Certainly somewhat less than a major- | 
part would be enough to provide a yardstick that would be effective. | 
But this farmer ownership has to extend clear across the board—from 
raw material to finished product on the supply side, and from farm to: 
consumer outlet on the marketing side if the yardstick is to work. 

One thing I do know and that is that the net profit in just 1 year: 
of only two dairy products processing companies equalled the average 
annual cost per year of the whole farm price support program up to 
a few years ago. I give this only to illustrate my point. If farmers 
had owned cooperatively these two processing companies they would 
have added to their income from the earnings of these companies: 
as much as the Government’s net contribution to farmers’ incomes: 
through the price support program. 

So what do we hope this committee will do—and the Congress? 

First, let me say what we do not expect or want the committee to- 
do. We don’t expect or want any subsidies or special favors for co- 
operatives. We don’t expect the committee to assume responsibility 
for expansion of the scope of cooperatives to the necessary point 
where they could give the independent farmers of our country the 
economic bargaining power they so desperately need. 

The farmers have to do that for themselves and ‘only they can do its. 
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Neither do we want the committee to abandon present. programs 
aimed to protect the farmer from the basic economic injustices which 
I have tried to describe earlier in my testimony, ; 

The solution of the problem by means of growth of cooperatives 
will not take place overnight. It is a long, hard, laborious job that 
must be done right or not at all. Its great value is that it is a last- 
ing solution once it has been applied. 

ut until the cooperatives are strong enough to protect and im- 
prove the economic position of farmers, we hope the committee will 
continue such measures as will assure that there will be some farmers 
left in business. 

There are two things we do most earnestly ask of this committee. 

The first is an understanding of the one really important fact 
about, the tax status of cooperatives. It simply is not true that co- 
operatives are “tax-exempt.” Not only do they pay all other kinds: 
of taxes which their competitors pay, but they also pay full corpora- 
tion income tax on any profit they may make. 

Misunderstanding has been created, however, in many people’s 
minds by forces hostile to cooperatives. These forces have attempted 
to say that there is no difference between profit and patronage re- 
funds. Actually there is all the difference between an asset and a 
liability. On any net earnings over which the cooperative has owner- 
ship and the power of disposal it should be—and is—fully taxed. 
But where the cooperative owes and must pay those net margins 
to the patrons out of whose business dealings they arose, that money 
does not belong to. the cooperative, is not an asset, but is a liability 
which must fo dideiunepedl. win 

No business—whether ‘or not it is a cooperative—is taxed on a 
refund which it owes to someone else. Neither should cooperatives 
be so taxed. We ask the committee to understand and to speak in 
defense of the excludability of patronage refunds from computation 
of tax by cooperatives—and all other businesses, too. 

Second, we do seek from this distinguished committee its moral 
support. We do hope the committee will adopt and recommend for- 
action by the House of Representatives and the Congress as a whole, 
a resolution of indorsement of cooperatives as the most basic and 
lasting solution of the problems of our agriculture. Such resolutions 
were introduced in the last Congress by two members of this com- 
mittee—perhaps by more than two. We would indeed like to see 
such a resolution passed. 

There is a third proposal which I would like to submit for the- 
consideration and study of the committee. I have become convinced 
that, as a result of the flood of antifarm propaganda of recent. years 
and as a result of the divided counsels within agriculture itself it has. 
become almost impossible to deal effectively with this problem by 
legislative means, and administrative means, I might add. 

I can see on the horizon no hope for the survival of the American 
pattern of free and independent agriculture and farms except the 
one I have proposed today. 

If the committee agrees with me then there is one tested method that 
could be used to facilitate the growth of cooperatives in our agri- 
culture and related industries. That would be creation of an agency 
within the Farm Credit System, which would have the same dynamic: 
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urpose which the REA had in its early years. Such an agency might 

unction through the banks for cooperatives though I think it would 
be better if it were independent. The purpose of such an agency 
would be to make loans to cooperatives for the purpose of enabling 
them to build or acquire facilities needed to round out the economic 
strength of their farmer-owners. 

It would not invade the field of careful lending which the banks 
for cooperatives carry on so well. The loans of the agency would be 
made at lower rates and with more liberal security requirements and 
it would be in business for the deliberate purpose of expanding co- 
operatives’ strength and better integrating their operations. 

I know this is a controversial proposal. The people who have done 
so well at the business of farming the farmers won’t like it. They'll 
say that the Congress is helping farmers to go into competition with 
them. That would, to an extent, be true. But it would be done to 
achieve no less a purpose than the preservation of American agricul- 
ture as perhaps the last remaining vestige of economic freedom and 
healthy competition in our monopoly-ridden economy. I believe such 
a purpose is worth taking rather far-reaching measures to achieve. 

[ predict that if it is not taken and if a means is not found to 
strengthen the farmers’ economic bargaining power by some such 
means as I am talking about, that the time is going to come when this 
whole field is going to be so monopoly ridden that we are going to 
be talking in terms of such things as publicly owned markets and more 
Government control than we have ever talked about before. 

For the poet Goldsmith was correct when he wrote: 

Princes and Lords may flourish or may fade. 

A breath can make them as a breath hath made. 
But a bold peasantry, their country’s pride, 

When once destroyed can never be supplied. 

Goldsmith, I think, was talking to us. 

Mr. Poace. We certainly appreciate your excellent statement. I 
think you have set out a number of facts that none of us could deny. 

The farmers should share in the prosperity of the United States. 
There must be some cooperation among the farmers if they are going 
to enjoy their share. 

I do not know how to go about getting farmers to play their part 
in handling their own affairs. I do not believe the Government can 
or should force them into it. 

Mr. Vooruis. I tried to make very plain I am not in favor of that. 

Mr. Poace. I know you are not. 

I think you have presented an excellent statement, and one which 
the committee appreciates. 

Are there any questions? 

Mr. Grant. I do not have any particular questions because I think 
Mr. Voorhis quite well set out his position here. I might say that 
Mr. Voorhis, as you said some moments ago, was a respected and hard- 
working member of this committee. I think the only objection I find 
with him is that he does not visit us quite often enough. It is the first 
time we have had the pleasure of having him before the committee for 
some time. 

We always welcome him to this committee. 
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Mr. Vooruis. Thank you very much. I would be glad to come any- 
time. As a matter of fact, I have had a request to appear at these 
hearings in for a couple of years. I asked long ago to appear when- 
ever you were considering general, long-range policy which is the 
spot where I think we belong. f shai : 

Mr. Levertnc. Mr. Chairman and Mr. Voorhis, is there any ev1- 
dence of a growing tendency on the part of the three major farm or- 
ganizations of the need of this type of organization or cooperation 
among farmers for their own survival ? 

Mr. Vooruis. I think some; yes, sir. ; 

Mr. Levertnc. Don’t you think that is where the impetus should 
come from—the organized farmers of the country ? 

Mr. Vooruis. I do think it ought to come from there. I must say 
that I think that there has been not enough emphasis from any of the 
three farm organizations on this approach ever and I think it needs a 
lot more from them than it has received. 

Mr. Poage. Mr. Short ? 

Mr. Suorr. Mr. Voorhis, I am very interested in your remarks. I 
certainly subscribe to the idea that the cooperatives could play a big 
part in helping solve this so-called agricultural problem. 

We have some fairly sizable farm co-ops, particularly in the field of 
grain marketing. I sometimes wonder, and I would like to hear your 
comment on this. 

Those marketing co-ops are very large. It seems to me they cer- 
tainly should have the OPporeaney to have considerable bargaining 
power. I sometimes wonder if they are taking advantage of their 
position as much as they should in bringing to the farmer a better 
price or a somewhat better price for the product that they handle. 
Iam thinking primarily of wheat. 

Mr. Vooruis. I know. I get your question very well, and I think 
the answer is that they are not doing as much as they could and is 
needed. 

If you will look on page 5—you do not need to look on page 5; I 
will just point out that the reduction in cost to farmers in this selected 
area I give you from their supply cooperatives was 6 percent. Those 
supply cooperatives were going back to the oil well—mining it and 
delivering it to farmers. They were also manufacturing their fer- 
tilizer pretty much from scratch. But in marketing they were just 
assembling the grain and selling it. They were saving the commis- 
sion, just about, but they were not carrying the thing to the extent 
that the farmers were getting into the parts of the market where the 
real profit was. 

That is one of my appeals—that it is important to carry the thing 
clear across the board with what you are dothe in part of it. I am 
not talking about cooperatives taking all this business, because they 
have to have the competition of other business in order to do the best 
job. Iam talking about their having enough of it to have an effective 
yardstick and having enough integrated activities so that they can 
form a yardstick. 

Mr. Suort Thank you. 

Mr. Poacr. In that connection, may not the very fact that these 
very large grain cooperatives have attained the size they have without 
any great integration? May not that mean they do not want the 
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peer of grain to go up, even when it would be helpful to all the 
armers of the country, because they want to buy as cheaply as they 
can to make the record of their own cooperative look as good as they 
can? Do they not have the same pressures on them that the managers 
of private corporations have? And may they not look for an oppor- 
tunity to depress the farmer’s price and raise the consumer’s price as 
a means of making their own operation look good ? 

Mr. Vooruts. Well, Mr. Chairman, I think that certainly it is true 
that the manager of a cooperative has to look to his own operations 
if he wants to keep his job, and he had better show the owners that 
he is doing some good if he wants to keep his job. I would hate to 
think the manager of a cooperative wants a low price. I do not 
believe he does. I believe the other part of what you said is un- 
doubtedly true and very human and true of a cooperative manager 
as well as anybody else. But if this were a more integrated operation, 
and if the farmer got a low price for his grain but was still partici- 
pating in the income from the other parts of the market—— 

Mr. Poacr. I understand that, but where they are not vertically 
integrated they may not be as helpful to the farmers. . 

Mr. Vooruis. Exactly. 

Mr. Poacr. We find the same thing in the electrical cooperatives. 
Where they are buying power and selling power they often try to sell 
it at a price to show a profit to the cooperative. 

Mr. Vooruis. You find it in petroleum. You might have the ten- 
dency on the part of a co-op manager of a pure distribution co-op 
that was doing nothing but buying it and selling it—he might like to 
see a low price at wholesale and a higher price at retail so that the 
profit would be greater, but if it is an integrated operation, his only 
interest is in the total return. 

Mr. Jounson. I notice some of these large creameries are trying to 
do it individually, rather than in an integrated group. They will 
market their products in Baltimore and Pennsylvania and other such 
places, yet they are doing it individually rather than as an integrated 
group. 

Mr. Voornis. They wrap it up in a red, white, and blue package and 
sell it to us folks in Chicago. In dairy it is important that the dairy 
co-op be in a position to market these dairy products in a variety of 
forms so that they can themselves judge what the market is. Instead 
of just making butter or cheese, they should be in a position to make 
ice cream, cheese, butter, or what not. 

Mr. JouNnson. Some of your cheese co-ops market their cheese every 
week to Armour or Kraft or some of the big buyers, but I think it is 
the lack of capital that causes them to do that. 

Mr. Voornis. Right, which is the reason for the proposal I made on 
the last page of my testimony. That is the thing co-ops do not have, 
capital ; that isa basic problem. 

Mr. McGovern. Mr. Chairman. 

Mr. Poace. Mr. McGovern. 

Mr. McGovern. If we moved into the kind of program you are 
recommending, is it your feeling this would enable us to end the 
price support program and acreage allotments? 

Mr. Vooruts. I said not for a long time. As the chairman has 
pointed out, neither this committee nor a Government agency nor 
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anybody else can induce or compel people to join cooperatives and to 
invest their money in them and to risk their destiny inthem. This has 
to be a voluntary decision on the part of the farmer and you cannot 
push that. YE : . 

But what I do believe is that as the economic strength of farmers is 
increased by the ownership of appropriate businesses, their dependence 
upon the price they get for a raw crop becomes that much less; and 
Siacenla I still think some price support program would be called for, 
just as I believe in a minimum wage law for labor, I think you could 
then go to a price support program that would be somewhat different 
than the one required in the past and perhaps required now. 

I do not mean to say this would solve all the ee overnight by 
any means, but I think it would begin to solve them and begin to solve 
them basically. 

Mr. McGovern. Is not the program you are recommending one 
that has been followed pretty aaah toy the Scandinavian countries? 

Mr. Voornis. Yes. We visited those countries several times. You 
will find in Denmark, for example, that you have a whole country 
there that is interested in seeing that farm prices are good. You 
have a recognition on the part of people in the cities that their welfare 
is all tied up with the kind of price that farmers receive. And where 
they have done the job of developing farmer-ownership of the various 
products back to the point they sell it to consumers, you can get a 
part of this market where every cent that the consumer buying agency 
pays goes to the farmer-owned business and where you have some con- 
science involved in the bargaining on price, and where a large group 
is involved in that bargaining. 

Mr. Levertne. Mr. Chairman. 

Mr. Poacr. Mr. Levering. 

Mr. Levertne. What you are suggesting is that the farmer be al- 
lowed to put the price tag on the product? 

Mr. Voornis. Yes, and to have some relationship between that price 
tag and what the consumer pays. 

Mr. Larra. Mr. Chairman. 

Mr. Poace. Mr. Latta. P 

Mr. Latra. I agree with you that most cooperatives have been bene- 
ficial to the farmer. I agree with you wholeheartedly that the 
American farmer is not getting his fair share of the consumer dollar. 
However, I wonder if you have given any thought to the impact of 
what you are recommending today on the Federal Treasury ? 

Mr. Vooruis. I think it would save it quite a bit of money. 

Mr. Larra. How do you arrive at the conclusion that it would save 
a lot of money ? 

Mr. Vooruis. Because I think it would not be necessary to spend as 
much money as I think it is now necessary to do in order to do some 
measure of justice to agriculture. 

Mr. Larra. If these cooperatives move into all these other fields, 
you would be eliminating a lot of taxpaying companies. 

Mr. Vooruis. And you would be adding a lot of taxes from farmers. 

Mr. Larra. How would you do that? 

Mr. Vooruis. Because their income would be greater. 

Mr. Larra. You mean through their dividends? 

Mr. Vooruts. Yes. 











384 GENERAL FARM LEGISLATION 


Mr. Latra. Coming back to the matter of dividends: I notice on 
e 7 you attempt to differentiate between dividends and patronage 
refunds, and I wonder if that is not actually a play on words? 

Mr. Vooruts. No, sir. It is not a play on words. If I owe money 
to somebody on the one hand, and if the money belongs to me—— 

Mr. Larra. Let us stop there. If you owe money to somebody, is 
it not a fact when these patronage dividends are disbursed to farm- 
ers—for example in the case of elevators—they send out a check based 
on the amount of net income of that elevator ? 

Mr. Vooruts. I do not know that I understand you. 

Mr. Larra. Say we have an elevator that is a cooperative and they 
end up with $100,000 of net income and then they pay a patronage 
dividend. That is based on the percentage of patronage that eleva- 
tor has had with farmer A. 

Mr. Vooruis. That is right. 

Mr. Larra. And it is the elevator board that decides they pay that 
dividend. 

Mr. Voornis. Just a minute. The elevator board cannot decide 
whether they will pay it. They have to pay it under the bylaws of 
the organization. 

Mr. Larra. Why isit they do not always pay it ? 

Mr. Voornis. You mean, why do they not always pay it in cash? 

Mr. Larra. Yes. 

Mr. Voornts. Because it may be worth much more to their mem- 
bers to expand the size of that elevator so that it can take care of their 
grain than it is for them to have some cash money to spend. It may 
be worth much more to the members to have an expanded size of 
elevator. 

Mr. Larra. Let us stop right there again. Say we have a company 
that is paying taxes. They might decide during 1959 it would be bet- 
ter for the company and for the stockholders not to declare a dividend. 
Now we have an analogous situation. 

Mr. Voornis. No, you do not, because the company can decide 
whether or not they will do that and the co-op cannot decide. 

Mr. Latra. I thought you said the board would decide? 

Mr. Vooruis. The co-op has to pay it in one form or another. 

Mr. Latra. Actually, is it not income? 

Mr. Voornis. To the farmer it is. 

Mr. Larra. And it is also income to the co-op ? 

Mr. Vooruis. Not if it does not own it, it is not. 

Mr. Larra. Then you used the wrong word on page 4 in the fourth 
paragraph where you say: 

And one basic solution of it is rural, local ownership, through cooperatives of 
industries intimately related to agriculture, and the adding of that income to the 
income of agriculture. 

What is the added income you refer to? 

Mr. Voornts. That is the income from a fertilizer plant, for ex- 
ample, that is locally owned; or an oil station that is locally owned 
by the people in that community as a co-op. If the oil station is 
owned by an oil company the profit goes to the company, whereas if it 
is owned locally’ the profits are plowed back into that local com- 
munity. 

Mr. Larra. Let us take another case. 
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I happen to be a lawyer myself and I buy lawbooks from the Co- 
operative Publishing Co. and I pay $18 and some odd cents per copy 
for them and I never get any patronage refund from that cooperative. 
Where do I benefit from that? 

Mr. Vooruis. You do not; and I do not think it is a very good co-op. 
I think you ought to look into it and maybe you ought to quit it. 

Mr. Larra. Tesenct quit them. I have to buy from that company 
as it is the only company publishing this set of lawbeoks. 

Mr. Vooruis. You mean they have a monopoly ? 

Mr. Jounson. Are you sure they are a cooperative? I bought books 
from them too but they never inferred to me that I would get a divi- 
dend. It may be worth looking into, but I doubt if they are a co- 
operative. : 

Mr. Vooruis. I assure you they are not members of the Cooperative 
League if they do business like that. 

Mr. Poagr. I think you have explained very well why many co-ops 
do not actually treat hems dividends as an indebtedness. I think you 
have explained it very well. But if they had to treat these earnings 
that way I think you would eliminate 80 percent of the criticism of 
cooperatives. If they actually had to pay these dividends in cash to 
their members I think we would eliminate most of the arguments 
about taxation of cooperatives. But some of them give out these pieces 
of paper that you cannot cash and they do not pay their indebtedness. 
That hurts all co-ops. I do not know how they avoid recognizing that 
their earnings are debts. Your statement is logical and your statement 
is sound, but is it not a fact that a great many of the cooperatives of 
the United States today never pay out $1 in cash? 

Mr. Vooruis. No; I do not think that is true, Mr. Chairman. 

Let me just say this: I think there are cases where cooperatives 
give a notice of increased equity or something like that, and where 
there is no due date on it, no interest on it, and where for a long time 
eng may be done about this matter, is where your criticism is 
justified. 

On the other hand, I think you have to take into account the sit- 
uation where the member of the co-op has, when he joined the co-op, 
agreed that he would accept his patronage refund in some form other 
than cash, and where this co-op has, in the interest of its members, 
built facilities or acquired facilities to enable it to render more effective 
service to the members, and where it has paid the dividends in the form 
of a patronage refund, I think it is worth more to the members than 
if they had been paid in cash. 

But I think there should be a clear receipt of value on the part of 
themembers. I agree with you there. 

Mr. Poace. Suppose Congress were to take the step of requiring 
that each cooperative should pay the corporate tax on any net earn- 
ings that it might have in its possession at the end of its fiscal year, 
and the only way they could avoid counting any increased money that 
it has on its hands would be to pay it out in cash to its stockholders. 
Of course I know that there are many instances where the coopera- 
tives are justified in seeking greater investments on the part of their 
members. But if the membership had the opportunity to make a real 
election as to whether or not that money would be put back in the co- 
operative, and did put it back, would it not solve most of the criticism 











386 GENERAL FARM LEGISLATION 


of cooperatives? Would you not get around most of the complaints 
leveled at cooperatives ¢ 

Mr. Voornis. Yes; I think it would solve the criticism. I also think 
it would cripple them very badly at the point where they get most of 
their capital funds. 

I think it would be quite proper to require that a certain percentage 
be paid in cash, and I think they ought to do it. I think they should 
pay at least enough in cash to cover the farmer’s tax liability. But I 
think if they were required to pay it all in cash, or to pay a tax on 
money which they still*owe—because that is what it amounts to—— 

Mr. Poace. You could say the same thing about a private corpora- 
tion, that it owes dividends to its stockholders. 

Mr. Voornis. But it does not. A private corporation can do as it 
darn pleases about paying dividends to its stockholders. You have 
to make a distinction between the money that the co-op pays in divi- 
dends and the money it pays in patronage refunds. A corporation 
can say—and the Ford Motor Co. did it once—that we will pay a 
patronage refund if we sell so many cars, and this was done ahead of 
time and this was not taxed. I make the distinction of whether or not 
that is money over which the business has discretionary control; and 
to the extent that the cooperative has discretionary control, it is taxed 
and should be. 

Mr. Poage. I think that is the whole question. If they have dis- 
cretionary control and keep the money, it seems to me they ought to be 
taxed. If they have no discretionary control, then you are correct 
in saying it is indebtedness and should not be taxed. That is what I 
am talking about, when the cooperative actually exercises discretion 
and says, “Yes; you have a patronage refund coming to you, but all 
we will give you is a piece of paper you can use to cover ratholes 
with.” If the cooperative does not have to pay, it can hardly be said 
that it owes a debt, because if this is a debt it should be paid. 

Take the example you are giving. It is good and I follow it. But 
when they say they do not have to pay it out they are in effect say- 
ing that there is no debt, and when they keep the money and never pay 
it is rather pointless to talk about recognizing the existence of a debt. 

Mr. Voornts. Of course, you are right if they never pay it, and I am 
not trying to defend any such stock. I am saying 1f you required 
them to pay currently every year the total amount of cash it would be 
a very serious thing. Some cooperatives do it now; they pay it out in 
cash and it is reinvested right away. But the little cooperatives—here 
is a group of people who have established a mutual relationship and 
they have agreed to leave their patronage dividends in to build up 
their capital. 

If you have a situation where the cooperative is never going to pay 
and never acknowledges an obligation to pay, I will say you are right. 
But in my own experience, I am a member of a fruit growers’ co- 
operative and I do not paper my walls with a piece of paper that 
says that whatever may be due me is being held for capital invest- 
ment. I pay a tax on it, although I do not get any cash. But I know 
6 years from now I will get that money back. In that cooperative of 
mine I am much better off to have them keep that $246 than for them 
to give me that $246 for me to take a trip with and then have to go 
out and borrow the working capital. 
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This is the normal procedure, and I would agree with you—and 
we are trying our best to correct situations where it is true, and it is 
very seldom—where a co-op really takes the attitude that they do not 
ever have to pay this money. 

If they have built a facility and given the member a share of stock, 
I think they have paid him. 

Mr. Poace. Mr. Hoeven. 

Mr. Horven. Would that apply to a landowner? 

Mr. Vooruis. I am not sure I understand. 

Mr. Horven. Let me give you a pratical example. I am a land- 
owner. All my grain is channeled through a farmer cooperative ele- 
vator. At the end of each year I get a Pear eee certificate. I 
get no cash but I account for the amount of the certificate in my in- 
come tax. I get no interest on my money. I have accumulated a stack 
of these participating certificates for 10 years. They state on their 
face that they are not negotiable and cannot be cashed. The only 
way they can be liquidated is through the administration of my estate 
or if I move out of the community. 

Mr. Voornis. You mean after 10 years you do not get any cash? 

Mr. Hoeven. I have never received any cash. 

Mr. Vooruis. I think you should go to the next annual meeting 
and raise Cain. These certificates ought to revolve and ought to be 
cashed within a period of time. Your money ought not permanently 
to have to stay in there. 

Mr. Sruss.erietp. Will the gentleman yield ? 

Mr. Horven. Yes. 

Mr. Sruseieriretp. What do they do with the money ? 

Mr. Hoeven. They put it in the capital structure. 

Mr. Strussierie.p. They use it for expansion purposes? 

Mr. Horven. I do not know, but the fact is I do not get any money. 

Mr. Voornmis. Have you not ever? 

Mr. Horven. No. 

Mr. Vooruis. Well, that is not right. You should. I do not think 
you ought to get it the first or second year or maybe the fifth year, 
but you ought to get it and in other cooperatives you would. 

Mr. Jounson. Is that brought out in the annual meetings of the 
cooperatives ? 

Mr. Voornts. Sometimes it is decided at the annual meetings, but 
in most cooperatives the bylaws provide that the members are willing 
to accept their patronage refunds in forms other than cash. 

Mr. Poacr. From a tax standpoint would it be a solution of the 
problem if we required that unless they paid all savings in cash or in 
a negotiable instrument which the farmer could put on the market and 
try a that the savings would be considered earnings and therefore 
taxable ? 

Mr. Voornis. Many cooperatives maintain a market for their own 
certificates and will themselves buy them. 

Mr. Poacr. But Congress cannot write their bylaws for them. I 
think any three or four of us could go together and agree any divi- 
dends we had coming to us would be automatically put back in the 
business; I think we could legally agree to that; but from the tax 
standpoint should Congress provide that unless the co-op pays in cash 
or a negotiable instrument any savings would be considerd earnings? 
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Mr. Vooruts. Let me take a minute to answer that. When you say 
a negotiable instrument you are contemplating that this will be sold 
on the open market. That means somebody in New York City or 
somewhere else who has no reason to use the service of this coopera- 
tive is in a position to buy into the ownership, and that is not good. 

Mr. Poace. I am not talking about that. You pointed out this is 
a debt which the cooperative owes. The cooperative can owe debts 
to anybody. 

Mr. Vooruis. That is right. 

Mr. Poace. I am saying if we provided that in order to recognize 
that these undistributed earnings actually constitute a debt that the 
co-op should either pay in cash or in a negotiable obligation in order 
to escape taxation—of course, if you pay dividends in cash that an- 
swers it, or if you pay in a negotiable instrument that can be passed 
from hand to hand and which the cooperative will have to pay some- 
time—— 

Mr. Vooruis. Let me answer that. I am answering for myself 
and my organization. I have to preface it that way because there are 
other people who are in positions of responsibility and cooperatives— 
particularly farmer cooperatives—who will not agree with what I say. 
But for myself and my organization—and my board is on record on 
this—I would agree it would be all right to say that unless the patron- 
age refund is paid in a form that requires payment in a certain length 
of time or else bears interest or in some other effective manner makes 
this a clear obligation, that it is not then a true patronage refund. 
I would be perfectly willing for this to be said. The reason I put it 
that way is I think it is very important that the principle of patronage 
refunds be maintained, but I would have no objection to Congress say- 
ing, “You have to have something that the guy can put his teeth into.” 

Mr. Poace. I do not find any fault with letting them owe the mone 
so long as there is a clear obligation, but I can’t see how they can wit 
one breath say they owe this money to their members and with the 
next say that there is no obligation to pay it. 

Mr. Voorunis. I think that is all right. 

Mr. Lartra. Mr. Chairman. 

Mr. Poace. Mr. Latta. 

Mr. Latta. Assuming for the purpose of argument that this is a 
debt and consequently they have to pay it, and assuming they have to 
pay it at a time certain, and they escape tax liability, how can we say 
a corporation should pay tax on earnings on which they pay accumu- 
lated dividends? 

Mr. Vooruis. We are not talking about dividends on stock. 

Mr. Larra. Do cooperatives have prefered stock ? 

Mr. Vooruis. Oh, yes; they do. 

Mr. Larra. Do they call it stock ? 

Mr. Vooruis. 'They call it shares. 

Mr. McIntire. They have both common and preferred stock. 

Mr. Larra. I do not think they call it preferred stock in Ohio. 

Mr. Vooruts. Yes, sir. As a matter of fact I have shares of their 

referred stock. I could not own the common stock because I do not 

ive in Ohio. 

Mr. Latta. Is not the debt situation you have described the same 
as the situation in which a corporation finds itself with preferred 
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stock; they have to pay it whenever their assets are such that they 
can ¢ 

Mr. Vooruis. In the case of a corporation dividends— as a matter 
of fact I think it would be all right, and I have for years so believed, 
to exempt all kinds of corporations, co-ops and other kinds, from the 
payment of tax on money they pay out in dividends. I think it 
would be quite good business to exempt them from the payment of 
tax on money they pay out in dividends. 

Mr. Larra. Then you are against this Government taxation? 

Mr. Voornis. I think as a practical matter we are in the soup now 
because of the Russian situation and we have to raise the money, but 
I think if we had an ideal situation we should exempt all corporations 
from the payment of tax on money they pay out in dividends. I think 
that is a good tax principle. But I think the difference is the differ- 
ence between a dividend on shares and a patronage refund. I think 
they are different things, and I think they should be treated alike as 
between cooperatives and other businesses. 

Mr. McGovern. Mr. Chairman. 

Mr. Poace. Mr. McGovern. 

Mr. McGovern. Have you given any thought as to the impact on 
tax collections of the Federal Treasury if we did exempt corporations 
from taxation on income that is to be paid out to stockholders in 
dividends? 

Mr. Vooruis. I do not know. You see, you would get more income 
from the individual taxpayer in all probability. 

Mr. McGovern. You might also have a little lower price to the 
consumer. 

Mr. Voornis. You might very well. I am very sure it would not 
be as much of a loss as it appears on the surface it would be. 

Mr. Chairman, there is one other thing I want to say before we leave 
this subject, and that is that there is a provision in the law that for 
certain groups of agricultural cooperatives that does exempt them 
from the payment of double taxation on the interest that they pay on 
shares, and some of them qualify for this. In order to qualify for 
that they have to do many things that the ordinary co-op does not 
have todo. This is still available in the law, and this does make some 
difference, I admit. 

Mr. Poacr. Do you feel we may have reached the point where the 
advantages in public relations to be gained by amending some of these 
exemptions that are available to certain co-ops might be greater than 
the advantages they get from the privilege? 

Mr. Vooruis. Very frankly, I do. I would hate to see us get in a 
frame of mind, however, of thinking that this is an important loss of 
revenue to the Government compared, for example, to the 1514 percent 
depletion allowance on petroleum. 

Mr. McGovern. You mean 2714 percent. 

Mr. Vooruis. 2714 percent. One of our enemy organizations had 
figures once about how much taxation was lost because of no tax on 
patronage dividends, and the figure they gave was equal to the total 
_ of all the cooperatives in the country. That shows how wrong 
they are. 

Mr. Poaas. I think the Tax Equality League has outgrown its use- 
fulness because it exaggerated so many statements. They have as I 
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see it, lost any influence they may have had. They appeared to be 
more interested in hating co-ops con in presenting the facts. 

On the other hand, the co-cops—and I think you made a very fine 
case for the co-ops, and I think we must have co-ops to give the farm- 
ers bargaining power—but on the other hand are they not faced with 
the possibility, at least, of losing support because of certain points at 
which justifiable criticism may be directed? 

Mr. Voornis. I would say in a situation such as Mr. Hoeven de- 
scribed it hurts badly. 

Mr. Hogven. Off the record, please. 

(Discussion off the record.) 

Mr. Poacr. Would you not say if a co-op does this sort of thing it 
should be subject to taxation on its earnings and that those earnings 
should in that case be treated as an asset rather than a liability? This 
is no liability on a document like the one Mr. Hoeven has presented. 

Mr. Voornis. I said a while ago, speaking for myself and my organi- 
zation, that we would not raise objection if Congress said this sort of 
thing is not justifiable patronage refund and does not fall within 
that definition. 

— Poace. That is all Iam talking about. That is all that I want 
to do. 

I think if we taxed those earnings which clearly are not being treated 
as what we ordinarily know as liabilities, that we would relieve all 
co-ops of a lot of criticism. Obviously, you are right in saying where 
there is a clear obligation on the part of somebody to pay a debt that 
he does not hold an asset there but a liability. He then owes a debt 
and certainly he should not be taxed on his debts. 

Mr. Voornts. Yes. 

Mr. Poage. But if the earnings are treated as an asset they ought 
to be taxed as such. It seems to me that the co-op itself pretty well 
determines by its own action whether we should consider these earn- 
ings as assets or liabilities. 

Mr. Vooruts. There is one point I want to make clear. The Treas- 
ury has been saying that these things have to have a market value. 
This is not smclisslite to a cooperative because if Mr. Hoeven’s cer- 
tificate there did bear interest or if it bore a due date, or something 
like that, nevertheless somebody in Des Moines or Omaha, or some- 
place like that, does not have an interest in providing a market for 
this. It is not really worth anything except to people who are going 
to use the services of this cooperative business. You cannot apply 
the market value standard. You can apply, and should, the clear 
obligation standard you have been talking about. 

Mr. Srvupsierrep. Isn’t this just a tax dodge Mr. Hoeven is in? 
They would never have to pay any taxes theoretically. 

Mr. Vooruis. He is paying the taxes. 

Mr. Horven. I pay income taxes on money I do not have. 

Mr. Voornts. It does not rob the Government but it makes Mr. 
Hoeven pay the tax instead of the cooperative. I am sure that he 
is not being benefited enough so it is worth it tohim. I do not quarrel 
with him for finding it hard to see that point and I would not quarrel 
pba Congress if they said that the cooperative has to make it clear 
to him. 
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Mr. SrussLeFIeLp. The way it is written it is a tax dodge for the co- 
operative. They do not have any obligation. 

Mr. Vooruis. They ought to have. Most of them do and all of the 
ones I know do. 

Mr. StussierreLp. What do they do with his money, use it for ex- 
pansion purposes? = 

Mr. Vooruis. Which is what he wants. 

Mr. SrupeieripD. Theoretically they can expand no end and even- 
tually there would be no tax? 

Mr. Vooruis. No, they cannot. 

Mr. SrupBierteLp. In practice they cannot, but theoretically they 
could keep issuing these things and not pay: any interest. 

Mr. Vooruis. The earnings from a business like this are not such 
that you can expand without limit. Remember all of the competi- 
tors of even this cooperative they are talking about now, all of the 
competitors of this cooperative agree to use every dime of their earn- 
ings for expansion purposes, every dime. 

Mr. StuBBLEFreLD. They either have to expand or pay it out? 

Mr. Vooruis. Yes. 

Mr. SHorr. Would they have to pay a tax on it? 

Mr. Vooruis. They would have to pay a tax on it. They would have 
the free use of the money. 

Mr. Suorr. They only have the free use of 48 percent of it? 

Mr. Voornts. That is correct; 48 percent tax is a tax you pay 
for the right to dispose of your money as you see fit. 

My position is that any money that is in that position in the coop- 
erative should be, and is, taxed in the same manner as any other busi- 
ness pays a tax, but that where the cooperative pays a patronage re- 
fund and owes the money to somebody else and acknowledges that 
in a proper way, where it pays it is capital stock and shows ownership 
of valuable facilities, that this is not in the same category with money 
over which either the cooperative or another business has discretionary 
disposition. 

Mr. Larra. You are not saying, Mr. Voorhis, that Mr. Hoeven’s 
cooperative is paying taxes on the value of that patronage refund 
certificate, are you. 

Mr. Vooruis. No, I am not. I am not trying to say this is a cor- 
rect situation either. 

Mr. Levertne. Mr. Voorhis, Mr. Hoeven’s situation recalls to mind 
the capital credits allocated to consumers in the REA cooperatives 
based upon the volume of power used. 

Is that a comparable situation ? 

Mr. Vooruts. Based on the earnings, 

Mr. Larra. That is what it is based on? 

Mr. Vooruts. It depends upon the amount of the earnings that 
that cooperative makes which result from your patronage refund. 
Both things are involved. In other words, if there are not any mar- 

ns left at the end of the year, they cannot issue any capital credit. 
Vhen they do issue them, they issue them in proportion to the amount 
of business you have done with them. 

Mr. Larra. They retain those capital credits but what do you use 
your funds for? 
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Mr. Vooruis. To pay the debt to the Government, which is the 
reason why they were granted an exemption in law and for the reason 
that it was felt that, until these Government debts were paid off, it 
was not too much sense to transfer money from one pocket to another, 
This is a special case, in the case of the electric cooperatives. 

The purchase of capital credits is to get a these coopera- 
tives into the hands of the users, do you not see, because otherwise 
nobody owns them literally unless you do pay these capital credits 
out. Those are taxable against the recipients of those capital credits, 
He owns the power system. 

Gosh, this is worth something to him and certainly worth more 
than so much cash and in that instance the consumer does not realize 
those capital credits, or is not paid those capital credits in cash, 

Mr. Levertne. Unless he does and moves out of the area and ceases 
to be a consumer of that cooperative? 

Mr. Vooruis. That is right. 

Mr. Poace. Mr. McIntire had a certificate. 

Mr. McIntire. I do not have one with me, but I have some which 
do not bear interest or have due dates on them. I fully understand 
where they came from and what the conditions were, but—— 

Mr. Vooruis. Are they not paid after a period of time? 

Mr. McIntie. I hope so, but not yet. 

Mr. Vooruts. All my experience is that they are. 

Mr. McIntire. I do have preferred stock in cooperatives on which 
the interest is paid, accumulated, and so forth, but these other stocks 
are in the revolving fund and I expect some day to be paid on them. 

In relation to this area of tax exemption, Mr. Voorhis, it is m 
understanding that there are a number of farm cooperatives which 
do not avail themselves of this system. 

Mr. Voornis. The majority of them do not avail themselves. 

Mr. McIntime. I was going to ask that question. 

What proportion of them Ho avail themselves and what do not? 

Mr. Vooruis. About 45 percent do avail themselves and about 55 
percent do not. The number that do is going down for the reason 
that, in order to avail yourself of this, you have to restrict your busi- 
ness 85 percent to farm producers and that in the case of most of these 
cooperatives, more than 15 percent of their business tends more and 
more to be done with people who do not qualify under that category. 
They must also pay patronage refunds on the same basis to nonmem- 
bers as they do to members. They must limit their return on shares 
and they must do a lot of other things. 

Mr. MoIntirz. They have a ceiling on what they can earn ? 

Mr. Vooruis. That is right. 

In other words, in order to qualify for that, they have to put them- 
selves into a straitjacket which, in effect, says that this will exempt 
them if they operate in such a way that it is virtually impossible for 
them to have anything to tax anyway. That is about what it says. 

Mr. McIntire. It has been found true, I believe, in a number of 
these cooperatives, that just recordkeeping and attempting to be legally 
correct in order to qualify for the exemption makes it an almost impos- 
sible situation. 

Mr. Vooruis. That is true. The only thing to be said on the other 
side is, if the Treasury Department keeps on trying to do the things 
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they are trying to do now, in some cases to the cooperatives that do 
not try to comply, it is going to create a situation where a lot of them 
may have a very difficult choice in this matter. You see, the law only 
covers really the ones that do attempt to qualify under this thing. 

There are a number of exceedingly arbitrary rulings trying to be 
enforced against the nonexempt ones now which put them out of 
business. I do not think they will stand but this is a problem. 

Mr. Poaee. Any further questions? 

(No response. ) 

If not, Mr. Voorhis, it was a very interesting discussion you have 
given us. ; 

Mr. Voornis. I apologize for keeping the committee overtime, which 
I did, but I am much obliged for the hearing you have given me. 

Mr. Poace. We are obliged to you, Mr. Voorhis, for a very fair and 
thoughtful statement. 

The committee is adjourned until Tuesday morning at 10 o’clock. 

(Thereupon, the hearing was adjourned at 12:27 p.m.) 
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